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THE BANK FOR INTERNATIONAL SETTLEMENTS 
RECENT DEVELOPMENTS IN CENTRAL BANKING 
By C. H. Kiscu, C.B. 
THE REVIVAL OF INFLATION IN THE UNITED STATES 
By H. Parker WiLLIs 
THE SITUATION OF GERMAN BANKING 
By Dr. GeorG SOLMSSEN 
SOME PROJECTED BANKS 
By Proressor C. H. R&ILLY 


Venezuelan Supplement. 


Published by 
FINANCIAL NEWSPAPER PROPRIETORS LIMITED 
20 Bishopsgate, E.C.2 


Every time you open your coat— 


you will know that it credit, if it is lined with a “ COURTINE” 
LINING—woven by counTAuLbs. A “COURTINE” LINING can be 
leek texture and clear colour to the last, 
ly to the wearing qualities of the garment. Your Tailor 
can show you full range of patterns suitable for every kind of cloth. 


Wf any difficulty in 
obtaining “COUR- 
TINE” LININGS, 
write to the Manu- 
Jacturers: | Courtaulds, 
Ltd., 16 St. Martin’s- 
le-Grand, London, E.C.\ 
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BLADES, EAST & BLADES, Ltd. 


Established 1821. 
CITY OFFICES: WORKS: 


17 ABCHURCH LANE, LEONARD ST., FINSBURY, 
LONDON, E.C. LONDON, E.C. 


Telephones : Mansion House 9681 (5 lines). Telephones : Clerkenwell 3636, 3637, 3538. 
Telegrams : “ Identical, London.” 


BANKERS’ CHEQUE PRINTERS. 


BANK NOTES, BONDS, BANKERS’ PROTECTIVE CHEQUES, 
CERTIFICATES, POSTAGE AND REVENUE STAMPS, 
ENGRAVERS AND FINE ART PRINTERS. 


COMPANY PROSPECTUSES. 


WHOLESALE AND EXPORT MANUFACTURING STATIONERS, LITHOGRAPHERS, 
PRINTERS, ACCOUNT BOOK MAKERS, AND SEAL ENGRAVERS. 


PHOTOGRAVURE AND COLOUR PRINTING. 


PUBLIC COMPANY WORK, INCLUDING INSURANCE COMPANIES, 
BANKS, ETC., A SPECIALITY. 
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THE IMPERIAL BANK OF PERSIA 


(Incorporated by Royal Charter, 1889) 
And under a Special Coacession, Bankers to The (mperial Government of Persia. 
Capital fully called up - £650000 Reserve Account - - £610,000 


(with power to increase to £4,000.000) 
Reserve Liability of Proprietors under the Charter - - = - £1,000,000 
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LONDON BANKERS : 
Messrs, Giyn, Mitts & Co, THe WestMINSTER Bank Limitep, Lomparp Street, Ltoyps Bank LimiTeD. 


HEAD OFFICE : 
33/36 Kinc Witt1amM Street, Lonpon, E.C.4. 
CHIEF OFFICE IN PERSIA: 


TEHERAN, 


BRANCHES IN PERSIA: 
Abadan, Ahwaz, Barfrush, Birjand, Bunder Abbas, Burujird, Bushire, Dizful, Duzdab, Hamadan, Isfahan, 
Kazvin, Kerman, Kermanshah, Masjed-Suleiman, Mecshed, Mohammerah, Nasratabad (Seistan), Pehlevi, 
Resht, Shiraz, Sultanabad, Tabriz, Yezd. 


BRANCHES IN IRAQ (Mesopotamia) : BRANCH IN INDIA : 
BacpabD, Basra. BomBay. 
HE BANK transacts Banking Business of every description in 
and connected with Persia and Iraq (Mesopotamia), also with 
Bombay, Calcutta and Karachi. 
Clean and Documentary Credits arranged. Documentary Bills 
negotiated, Clean and Documentary Bills collected. Letters of Credit, 
Drafts and Telegraphic Transfers issued. 
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Correspondents in all important places abroad. 
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MARTINS 
BANK 


LIMITED. 


Head Office: 
7, WATER ST., LIVERPOOL. 


London Office: 
68, LOMBARD ST., E.C.3. 


Manchester District Office: 
43, SPRING GARDENS. 


Capital Paid Up and Reserves £7,800,045 
Deposits, etc., at 31 Dec. 1929 £82,620,493 


The Bank has over 560 Offices, and Agents 
in all the es — at home and 
abroad. 


All descriptions of Banking, 
Trustee and Foreign Exchange 
Business Transacted. The Bank is 
prepared to act as Registrar for 
Public and Corporate Bodies, etc. 


1644 BRANCHES IN 
FINLAND 


Oo 


Capital and Reserves : 


Fmk. 426,000,000 


Oo 


KANSALLIS-OSAKE-PANKKI 


(National Joint Stock Bank) 


Head Office: HELSINKI 
(Helsingfors) FINLAND 


DRESDNER BANK 


Head Office: BERLIN W. 56 


BALANCE SHEET 
31st December, 1929 


ASSETS 


Cash in hand, foreign curren- 
cies, coupons, balances with 
Issuing and Clearing Banks 

Bills discounted, Treasury 
_. ea ee 

Due from other Banks and 
Bankers . 

Advances against Stock Ex- 
change Securities. 

Advances on stored goods ‘and 
shipments ~ s » “we 





60 299 303.22 
562 911 965.03 
299 811 775.45 

57 335 548.32 
397 421 349.02 


377 779 941.04 
Investments 40 458 655.96 
Interest in Syndic. ates . ° 22 245 955.55 
Permanent participations in 
other Banks and pareanes 
Firms . 
Debtors on current account 
In addition: Debtors’ lia- 
hilities for guarantees given 
Rm. 13 868 202.99 
Bank Premises... . . 30 700 000.— 
Other Real Estate . . . 286 000.— 
Furniture. 1.— 
Investments of Pension Fund 2 597 625.15 


35 066 929.70 
1 003 489 642.83 


LIABILITIES poe 


100 000 000,— 


Share Capital 
34 000 000,— 


Open Reserves . — 
Creditors on current and 
deposit account a 
Acceptances ee oe 
In addition: Guarantees 
on account of customers 
Rm. 138 868 202.99 
Contingent liabilities from Bills 
rediscounted 
(a) Prime Bankers accep- 
tances Rm. 163 446 442.37 
(b) good commercial paper 
Rm. 108 828 165.20 
Pension Fund et ad 
Dividends Unpaid 
Net Profit 


2 275 836 698,46 
88 714 895,19 


2 600 000,— 
56 477.28 
11 416 680.30 


2 512 624 751.23 


Profit*and Loss Account 
3lst December, 1829 





Loss RM. 

General E -_ ae ee 59 826 522.11 
Taxes . a et wae 7 174 212.45 
Net Profit .-, .- +. - 11 416 680,30 


73 417 414.86 


Profit RM. 


Brought forward from 1928 . 627 086.— 
Bills, Interest, Foreign Ex- 
change and Dividend 
Warrants-Accounts . 
Commission Account 
Profits from permanent partic i- 
pations in other Banks and 
Banking Firms . . . . 3 373.27 
Various Receipts = Ga 3 489. 01 


37[306 737.16 
37.716 729.42 
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BANCA MOLDOVA 


LTD. 
JASSY——BUCHAREST, 


Oo oO 





DI CREDITO 


Capital—Lire 300,000,000 
Reserve—Lire 60,000,000 
Deposits 
(31st December, 1929) 
—over Lire 2,388,000,000 










Capital Paid up and Reserves— 
LEI 180,000,000. 

















oa 
Cable Address : MOLDOBANCA. 









Head Office: MILAN 


Offices at: 
Milan, Naples, Genoa, Rome, 
Turin, Palerme,_ Trieste, 
Bologna, Florence, Venice. 
80 Branches in the principal 
industrial and commercial 
points of Italy. 











Branches : 
CZERNOWITZ, GALATZ, BRAILA, 
KISCHINEFF, CETATEA ALBA 
(ACKERMAN), BACAU, BARLAD 
BELTZY, RENI, TIGHINA (BENDER) 

ROMAN, VASLUI. 












Representative Office in New 


York: 76 William Street. 
EVERY KIND OF BANKING BUSINESS 
TRANSACTED 


Oo a 














Every Description of Banking 
Business Transacted. 
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EDEN HOTEL 


18, Budapester Strasse, 
BERLIN W. 


GERMANY 


DUSSELDORF 
RHINELAND 














The most up - to - date 
WEST-END HOTEL. 
Opposite the Zoo. 
Two minutes from the 
Zoological Gardens 
R.R. Station 









Palast-Hotel 


BREIDENBACHER HOF 


A Home away from Home 









UP-TO-DATE COMFORT 


BAR GRILL ROOM All rooms with running 


hot and cold water and 
telephone 





a 
GRILL ROOM 





Manager: Hermann Bieger 
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VA WE afford every facility for 


banking business with 


EST. h Ry SWEDEN 
_Shandinavisha 
2s— Kreditaktiebolaget 


SE ghey Cables KREDITBOLAGET 








ROYAL BANK OF SCOTLAND 


Incorporated by Royal Charter, 1727 











AILA, CAPITAL (FULLY PAID) £2,500,000 RESERVE FUND £2,910,320 
ALBA DEPOSITS £46,235,129 
LAD 
CORRESPONDENTS OVER 200 YEAR TOTAL NUMBER 
DER) THROUGHOUT THE . oF OF BRANCHES, 
London—City Office : 9 CHARING CROSS, S.W.1 

3 BISHOPSGATE, E.C.2 West End (London) Offices{ $2 NEw BOND STREET, W.1 

king Head Office: EDINBURGH 


General Manager: SIR ALEXANDER KEMP WRIGHT, K.B.E., D.L. 


NATIONAL BANK OF EGYPT, 


(Incorporated in Egypt. Liability of Members is Limited.) 


HEAD OFFICE: CAIRO. 


FULLY PAID CAPITAL - : - . - £3,000,000. 
RESERVE FUND - - . - - - £2,950,000. 















London Agency: 
6 and 7 KING WILLIAM STREET, E.C.4. 


Branches in all the Principal Towns in 


EGYPT and the SUDAN. 
YOKOHAMA SPECIE BANK, LIMITED. 


ESTABLISHED 1880. (Incorporated in Japan.) 


Capital Subscribed ane Putty Pald 7 - nin 100,000,000 
Reserve Fund - - - - Yen 111,500,000 


Head Office: YOKOHAMA. 


Brancurs and AcEncres at Alexandria, Batavia, Bombay, Canton, Calcutta, Changchun, Dairen (Dalny), Fengtien 
(Mukden), Hamburg, Hankow, Harbin, Hong Kong, Honolulu, Kai Yuan, Karachi, Kobe, London, Los 
Angeles, Lyons, Manila, Nagasaki, Nagoya, Newchwang, New York, Osaka, Pekin, Rangoon, Rio de Janeiro, 
Saigon, Samarang, San Francisco, Seattle, Shanghai, Shimonoseki, "Singapore, Sourabaya, Sydney, Tientsin, 
Tokyo, Tsinanfu, Tsingtau, Vladivostok (temporarily closed). 

The Bank buys and receives for collection Bills of Exchange, issues Drafts and Telegraphic Transfers and 

Letters of Credit on above places and elsewhere, and transacts General Banking Business. Deposits received 

for fixed periods at rates to be obtained on application. 


London Office :—7 Bishopsgate, inte, E.C.2 
NOHARA, Manager. 
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SAFES & STRONG-ROOMS 


JOHN TANN ‘Strong- 
room Doors of the type 
here illustrated are to be 
found in Branch Banks in 
every part of the country. 
Scientifically designed upon 
a basis of 135 years’ exper- 
ience, these doors provide  yyakers to the Bank 
the greatest security obtain- A ng sone. = ¢ 
able at the figure normally the’ leading Banks 
allocated for Branch Bank = *hroughout the world 


purposes. 





JOHN TANN LTD., 117 NEWGATE ST. 
LONDON, E.C.1 





The Economist 


(ESTABLISHED 1843) 


You cannot afford toignore 


an immediate and certain bonus of 
pa nnn a 


£30 per cent. THE WORLD'S PREMIER 
This is Secured FINANCIAL WEEKLY 


at early and middle ages under the 


rr The Economist covers each 
Distinctive System week a wide range of Economic, 


of Whole Life Assurance of Industrial, Financial and Political 


The Scottish Provident Institution Topics, and is read by all those 
who wish to keep themselves 


The Ideal System for present-day informed of the trend of events 





requirements. 
both at home and abroad. 


A Prospectus giving full Sparticulars will be sent 
on application. 


Head Office : The Economist 


6 St. Andrew Square, Edinburgh Obtainable from all Newsagents 
London (City Office): 3 LOMBARD St., E.C. 3. PRICE 1/- weekly. 


FUNDS £21,600,000 | or from the Publisher, 
6, Bouverié Street, Fleet Street, London, E.C.4 
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REMINGTON 


GENERAL UTILITY MACHINE 


FOR BANKS 
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Speeds up production, reduces 
cost of operating expenses and 
gives to clients that assurance 
and satisfaction which is 
obtained by accuracy and 
neatness of detailed information. 


A Demonstration would gladly be arranged 
to suit your convenience. 


REMINGTON TYPEWRITER CO. LTD., 
100 Gracechurch Street, 
London, E.C.3 
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THE BANKER 


A Banker's Diary 





Mid-March—Mid-April 


MONETARY conditions definitely changed during early 
April, so much so that it seemed that the downward 
trend in rates, both in London and else- 
— where, had been arrested. As is pointed out 
Outlook © @ subsequent page, there was evidence 
of a revival of the speculative spirit in 
America, and that this was preventing a further re- 
duction in the New York Reserve Bank’s rediscount 
rate. Inasmuch as the last reduction in the Bank of 
England’s rate to 3} per cent. was not accompanied 
by a corresponding movement in New York, it was 
difficult to see how the London rate could come down 
again, especially as there were then signs that money 
in London was already as cheap as the international 
situation warranted. Towards the end of the month, how- 
ever, the position was again reversed. Speculation in 
New York subsided, and this, with other considerations, 
made an early reduction of Bank rate to 3 per cent. 
appear more likely. 


Tuus a variable situation has existed in the London 
money market. The end of March witnessed this year’s 
familiar combination of stringent money 

— and low discount rates, and on March 31 
Rates 2nd _ the following day a small amount had 

to be borrowed from the Bank. Early 

April witnessed a sharp rise in discount rates from 2} to 
2;%; per cent. The low level of rates had had the effect 
of discouraging French purchases of bills and also 
attracted to London a larger supply of bills, including 
some American finance bills, of a character which was not 
over-welcome to London. A few days later, however, 
discount rates eased slightly, and immediately be- 
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fore Easter three months’ bills were quoted at 
24 per cent. Thus there was still a margin of a 
point between Bank rate and market rate, but the bill 
famine was not so acute as it wasin March. Immediately 
after Easter, three months’ bills were again 2;% per cent., 
but purchases by the clearing banks kept the short bill 
rate down at 2} per cent., while a week later the three 
months’ discount rate once more fell below 24 per cent. 
Money was plentiful and easy. 


THE dollar rate moved against London during early 
April, closing at $4-86,5; immediately before Easter, 
as against $4-861% towards the end of 
March. The franc has appreciated sharply, 
having moved during the same period 
from Frs. 124-28 to Frs. 124-04 and to Frs. 123-90 
immediately after the holidays. Marks were steady 
either side of Mks. 20-38, and this rate was low enough 
to enable German buyers to secure the Cape gold in 
the market at prices of 86s. 104d. on April Ist and 
86s. 102d. the following week. After Easter, competi- 
tion from France and Switzerland drove the price up to 
84s. 114d. and forced Germany out of the market. Belgas 
appreciated from 34-88 to 34-84, and latterly the rate 
has been below the export gold point. Among South 
American currencies, Argentine pesos rose from 424d. to 
444d. on reports that a loan had been arranged in 
New York. 


Foreign 
Exchanges 


THE March averages for the nine English clearing banks 
are notable mainly for contractions since February of over 
March thirty million in deposits and bills. The 
Clearing latter movement is obviously the conse- 
Bank quence of the Chancellor’s policy of reducing 
Averages the volume of outstanding Treasury bills. 
Advances have risen since February by {£2,500,000. As 
compared with a year ago, cash at {235,300,000 for last 
March has fallen by 1-8 per cent., and deposits at 
£1,682,000,000 by 3-3 percent. Among earning assets, 
the chief contractions are in discounts and investments, 
but it may be noted that advances have been reduced by 
£5,600,000 to £974,700,000, 
M 
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In view of the fact that March contained two more 
working days than the preceding month, the trade 
returns were disappointing, and the figures 
for the first quarter of the year show a 
substantial decrease when compared with 
previous years. Imports for the first three months of 
1930 were valued at {283-5 as against {306-0 millions 
in 1929, these figures representing a decline of 7} per 
cent. Exports of British goods were valued at £164-1, 
as against {181-2 millions, or a drop of 9} per cent., 
while re-exports have fallen by 184 per cent. from £30-1 
to {24:5 millions. An examination of the returns shows 
that the decline in imports is confined mainly to grain 
and flour, miscellaneous food and drink, raw cotton, 
raw wool and oils and oil-seeds, while the decline in 
exports is mainly due to be found in the cotton and 
woollen categories. Still, exports of iron and steel have 
fallen by £1,949,000 or I1 per cent., and those of vehicles 
by £1,252,000, or Io per cent., and while the contraction 
in the value of our textile trade is partly due to the fall 
in prices during the past year, this explanation is not 
nearly so valid in the case of the steel and engineering 
trades. 


Overseas 


THE registration of this company marks the next stage 
in the Bank of England’s plans for bringing industry 
and finance into closer touch. The nominal 

Bankers’ Capital of the new company is £6,000,000, 
Industrial divided into 45 “A” shares and 15 “B” 
Development shares of {100,000 each. The “‘ A” shares 
Company have been taken up by practically every 
bank and issuing house in the first rank, 

while the ““B” shares have been allotted to Securities 
Management Trust, the well-known subsidiary of the 
Bank of England. The ‘“B”’ shares have three times 
the voting rights of the “A” shares, so that the 
Bank of England controls half the voting strength. A 
strong board has been appointed, consisting of Mr. 
Norman as chairman, with Sir Guy Granet as his alter- 
nate; Baron Bruno Schroder, with Major Pam as 
alternate; Mr. A. R. Wagg, with Mr. Nigel Campbell 
as alternate; Mr. E. R. Peacock, and Mr. Bruce Gardner. 
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An advisory council is also to be appointed, whose 
services will be available to the board. 


THE objects of the new company are to examine rationali- 
zation schemes submitted by basic industries; but it will 
not deal with individual companies, but 

de a moet only with industries as a whole, or regional 
Objects sections of industries. It will assist such 
industries to obtain the capital needed to 

finance these schemes, but the capital will be actually 
secured through existing channels. Thus its main func- 
tion is to give its hall-mark to such schemes of which 
it approves, and once that hall-mark is obtained, it 
seems clear that the capital will be readily available. 
In short, the company is to carry out many of the 
objects advocated in an article in the February BANKER 
which commented upon Mr. Thomas’ famous Manchester 
speech, and it is clear that the doubts expressed by 
others at the time that it would be impossible to get 
the ‘“‘ City”’ to co-operate had no real basis. If the 
spirit in which the new company operates is in accordance 
with its avowed objects, a big move forward will have 
been made towards bringing industry and finance into 
close and mutually helpful contact. 


THE first report of the Agricultural Mortgage Corporation 
shows that this institution is both serving a useful 
purpose and has earned an adequate profit. 

5 eng The corporation was founded under the 
Geese provisions of the Agricultural Credits Act 
of 1928, in order to make long-term advances 

to land-owners and farmers desirous of purchasing their 
holdings and to make short-term loans to farmers on the 
security of their stock and crops. Loans outstanding on 
March 31 amounted to £4,169,000, secured on property 
valued at £6,605,000, while a further {1,138,000 had 
been approved. As the Corporation’s capital consists of 
£650,000 in shares owned by most of the leading banks, 
and {5,000,000 in 5 per cent. debentures issued to the 
public, it is clear that the agricultural world is taking full 
advantage of the facilities offered by the corporation. 
Profits for the year under review amounted to £33,000, 
none of which sum was distributed. Clearly the cor- 


M2 
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poration, which operates solely through the banks, is 
meeting a definite need. 


On April 2, the Federal Treasurer, Mr. Theodore, 
introduced in the Commonwealth House of Representa- 
The tives, the Central Reserve Bank Bill. 
Australian According to the preamble of the Bill its 
Central purpose is “‘ to maintain the stability and 
Reserve security of the monetary and credit system 
Bank — of the Commonwealth.” The initial capital 
of the new bank, amounting to {2,000,000, is to be 
transferred from the Commonwealth Bank, and it is to 
take over the assets and liabilities of the note issue 
department of that bank. The Reserve Bank is to be 
managed by a board of nine directors, of whom one is to 
be the Secretary of the Treasury. It is, of course, 
empowered to issue notes and conduct the usual opera- 
tions pertaining to a reserve bank, but is not allowed to 
make advances against land, to engage in trade, to accept 
fixed deposits or interest-bearing current accounts, except 
Commonwealth and State Government accounts, or to 
make unsecured loans and advances, except to the 
Commonwealth and State Governments, or to other 
banks. The trading banks are required to maintain 
with the Reserve Bank, balances to a minimum of 
ten per cent. of their demand liabilities and 5 per cent. of 
their time liabilities in the Commonwealth. The penalties 
for failure to comply with this provision are heavy, and 
the Governor of the Reserve Bank is authorized to order 
an investigation of any private bank believed to be 
evading the provisions of the Bill. Opposition to the 
Bill, as was to be expected, has been forthcoming from 
the trading banks, the associated banks in Victoria 
claiming that in view of the existing exchange difficulties 
and the present critical financial situation, the time for 
introducing the Bill is most inopportune; and that the 
mandatory percentage of deposits to be kept with the 
Reserve Bank would seriously reduce the funds available 
for the trading banks’ activities and affect their efforts 
to assist the Commonwealth and State Governments. 
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Recent Developments in 
Central Banking 


By C. H. Kisch, C.B. 


NUMBER of the more important central banks 
A have now had their annual meetings, when the 

governors laid before the shareholders an account 
of their administration for the year 1929, and expounded 
to them the leading features of the year’s business. 
These reports make a useful study when taken together 
and shed light on a number of interesting questions, 
such as the gradual return to normality and the develop- 
ment of international co-operation. While the year 
1929 was, perhaps, the most difficult year that has had 
to be faced since the post-war deflation which reached 
its height in 1920, it has revealed a number of satisfactory 
features, none of which has been more gratifying than 
the effectiveness of central bank control in the face of 
considerable obstacles. 

The most striking feature of the year was the 
stress arising from dear money. The wave of high 
Bank rates became widespread in its range as the 
year 1929 proceeded, entailing serious consequences for 
industry and contributing to the downward movement 
of prices which had already developed in the preceding 
year. France and Switzerland, alone of the more 
important European countries, managed to preserve low 
official Bank rates. The Bank of France kept its rate 
at 34 per cent. throughout the year, being helped in 
this matter by the after-effects of the inflationary period 
which ended in 1926, and the drift of funds towards 
France was more than enough to counter-balance the 
pull of New York. The National Bank of Switzerland 
also held its rate at 3} per cent., showing again, as 
occurred in connection with the American crisis of 1907, 
that the Swiss market remains relatively detached from 
world financial currents. 

The dear money crisis was acutely felt in Germany, 
which was deprived of long and short-term credits at 
a period when her external liabilities under the Dawes 
plan reached the maximum figure of £125 millions. 
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The Reichsbank’s reserves of gold and foreign exchange 
were exposed in the early part of the year to a heavy 
strain, not only in connection with demands for foreign 
currency for reparations purposes, but also because in 
the spring of the year an insidious flight from the mark 
took place which seriously disturbed general confidence. 
Measures of quite extraordinary vigour had to be taken 
by the Reichsbank. The raising of the discount rate 
to 74 per cent. on April 25 had little effect, and there 
were heavy demands for the discounting of inland bills, 
the proceeds of which were, of course, available for the 
acquisition of foreign exchange. The Reichsbank was 
accordingly forced to apply specific steps for restricting 
credit by confining it to the genuine economic 
requirements of the market. In other words, the central 
bank introduced stringent qualitative tests in order to 
stem the growth of credit instead of seeking only to 
control its volume in the usual manner quantitatively 
through the functioning of the discount rate. This is 
a point deserving of note. The success of these measures 
was enhanced by the satisfactory progress of the Paris 
Conference, when the reparations experts agreed upon 
a new scheme to regulate Germany’s liabilities to the 
reparations creditors. Gradually the holding of gold 
and foreign exchange by the Reichsbank improved, and 
by the end of May the demand for credit had been 
relaxed, with the result that the special restrictive 
measures were withdrawn in the course of June. At no 
time, of course, was there any hesitation on the part of 
the Reichsbank in its’ defence of the mark, and the 
satisfactory emergence of Germany from the trials of 
this period are an abundant vindication of the capacity 
of a Central Bank to control the exchange and uphold 
the international value of the currency when it is not 
deterred by political considerations from applying drastic 
remedies. At the end of the year the holding of the 
Reichsbank of gold and foreign exchange, admissible as 
note cover, stood at Rm. 2686-7 million as compared 
with Rm. 2886-7 million at the beginning. The approval 
by the German Parliament of the final settlement 
of the German reparations question at the second Hague 
Conference, which has at last definitely fixed the total 
of Germany’s obligations, has relieved the country of 
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a long standing anxiety. So long as there remained 
a possibility that the reparations claims might be 
increased by the application of a prosperity index, it 
could scarcely be expected that confidence in the internal 
situation could be fully re-established. Germany has 
also been able, in the course of the year, to settle with 
Belgium the outstanding problem arising out of the 
issue of marks during the period of the occupation 
during the War. 

While Germany went through a period of stress, 
France was able to strengthen her monetary position 
to a remarkable degree. In the first six months of the 
year there was a decline in the foreign exchange holding 
of the Bank of France of approximately Fcs. 7 milliard, 
but this was compensated in a large measure by an 
increase of Fes. 4% milliard in the gold holding, which 
rose from Fcs. 31-8 milliards to Fcs. 36-6 milliards. 
In the course of the second half of the year, which 
included the period of highest rates in New York and 
London, France enjoyed peculiarly favourable exchange 
conditions, characterized by demands for francs, which 
the Bank of France regards as quasi-permanent. In 
other words, the current of gold that streamed to Paris 
in this period was not considered speculative in origin. 
The gold holding of the Bank rose by the end of the year 
to Fcs. 41-622 milliards, the total increase in the year, 
equivalent to about £78 millions, not falling far short 
of the world’s gold production in the period. The Bank 
of France ascribes the movement to the satisfaction of 
the requirements of foreign visitors, to the repatriation 
by commercial banks of a part of their external assets, 
and, finally, in the last months of the year, to the release 
of funds in New York after the break in the Stock 
Exchange boom. The Bank of France anticipates 
the criticism that, at a time when the pressure of gold 
in London was forcing up rates here with serious reaction 
over the Continent, it should itself have been attracting 
gold to an extent for which there was obviously no 
immediate need. The bank state that from June to 
December they made no direct exchange of external 
assets for gold, but confined themselves to receiving, 
in accordance with the statutory requirements, gold 
offered to them and paying for it in francs at the statutory 
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ratio. It may, indeed, be argued that the drift of gold 
to France was “ the natural consequence of international 
monetary currents.”” But the question is whether central 
banks should not seek to control such international 
currents, as part of the work of co-operation, when they 
appear to threaten unfortunate consequences to the 
world at large and do not bring any direct or immediate 
benefit to individual countries commensurate with the 
general disadvantage. It is, therefore, open to the critic 
to urge that, just as the Bank of England tolerated sub- 
stantial gold losses and postponed raising its rate as 
long as possible, the Bank of France might, by an 
expansion of credit and by suitable intervention in the 
exchange market have prevented the franc from re- 
maining at a point which would force inconveniently 
large imports of gold from a centre which could ill 
spare them. 

The same kind of question appears to have arisen in 
Sweden recently. During March the Swedish kronor 
stood at a substantial premium, and the Bank of Sweden 
has been operating in the market in order to prevent 
further appreciation. The kronor has at times been 
at a point that might well have led to purchases of gold 
from the Bank of England, but for various reasons 
policy has been directed towards averting them. 

The National Bank of Belgium strengthened its 
position in the course of the year, and the governor 
was able to say that the notes of the National Bank 
were better guaranteed than they had ever been in the 
course of their history. The strengthening of the bank’s 
reserve was characterized, not by an enlargement in the 
amount of gold exchange, but in the holding of gold 
itself, which rose by Fes. 1,357 millions ({7-7 millions) 
during the year. The strengthening of the bank’s 
holding of gold has gradually raised the percentage of 
legal cover in gold metal from 30-9 per cent. in Dec- 
ember 1926 to 40-5 per cent. in December 1929. The 
bank has stated that its gold policy has been directed 
towards covering its sight obligations in such a way that 
the metallic reserve alone would form a sufficient 
guarantee of convertibility, while the holding of gold 
exchange would furnish a supplementary margin of 
security. In the case of Belgium, the gold holding at 
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the end of 1929 represented the equivalent of approxi- 
mately {34 millions, and taken absolutely it may be 
argued, perhaps, that this is not an extravagant amount. 
It is, however, an important question whether the general 
adoption of such a canon by central banks might not 
lead to serious difficulty by reason of the strain it might 
place on the available supplies of gold. None the less, 
so long as some central banks aim at accumulating 
excessive hoards of metal, it is difficult for others to set 
their face against the tendency. This is one of the most 
important points, for the satisfactory solution of which 
central banking co-operation is particularly desirable at 
the present time. 

Transactions in gold in the course of the year showed 
signs of a return to normal relations. With the re- 
establishment of the gold standard on firm foundations 
there has been a decrease in the number of countries 
acting as traps for gold, that is, countries which received 
but did not release gold. Hence movement is becoming 
freer and approaching pre-war conditions again. For 
instance, Germany engaged in gold transactions direct 
with France, Belgium, Holland and Switzerland. There 
is an important reference in the report of the Reichsbank 
to its activities in regard to gold. The bank admitted 
to having put obstacles on occasions in the way of gold 
imports from England which had become possible in 
the spring. This was done because the Bank “ desired 
to avoid influencing the Bank of England in regard 
to its Bank rate policy inasmuch as any change therein 
was bound to react unfavourably upon the German 
money market.” This recognition of the consideration 
due to the Bank of England, as the leader of the European 
market, is significant, and does not lose importance 
from its ascription, which is altogether proper, to German 
interest. Doubtless, the Reichsbank recognized the de- 
sirability of minimizing the strain on the Bank of 
England in its fight against the advance of the dear 
money wave over Europe. 

In general the year has emphasized the increased 
sense of community of interest between the national 
money markets. The sensitiveness of each market to 
the proceedings in the leading centres was instanced 
by the almost universal advance in rates that occurred 
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in Europe, and compelled some countries to advance 
their rates to almost forbidding heights in the defence 
of their currencies. In Poland, Roumania and Bulgaria, 
for example, the maximum rates reached were 9g per 
cent., 9g} per cent. and Io per cent. respectively. The 
events of the year have, however, completely vindicated 
the post-war policy of creating the chain of central 
banks in Europe. Well may the governor of the Bank 
of Belgium observe that “all countries which have 
restored the convertibility of their bank notes in gold 
or gold exchange have benefited from the reform which 
they have had the courage to accomplish.” Despite 
the strain of the year all the European Central Banks 
have brought their currencies so far safely through the 
crisis, accentuated as it has been by the all-round decline 
in commodity values. It is significant in this connection 
that the Argentine and Canada, which have no indepen- 
dent central bank, have both suffered their currencies to 
depreciate in the course of the year. Restrictions on 
gold exports from Canada caused a fall in the Canadian 
dollar which in the early autumn touched $5 per {1 though, 
with the relaxation of tension, parity has already been 
regained. In the Argentine the closing down of the 
operations of the Conversion Office in December has 
had the consequence of depreciating the pesos which at 
the beginning of April was quoted at about 43d., as 
compared with par of 47-577d. Australia, too, which 
has been hit particularly by the fall in the prices of 
wheat and wool, is passing through a period of stress, 
associated with a discount on the Australian pound, 
greater than is consistent with the ordinary working 
of the gold standard. While the circumstances that 
have occasioned difficulties in these countries differ, 
it is a somewhat striking fact that in none of them is the 
contrcl of the currency entrusted to a central bank 
functioning on modern lines. 

The difficulties of the year render all the more 
remarkable the success of Japan in at length restoring 
its currency to the pre-war ratio, in this respect joining 
the elect of nations. The speedy recovery from the 
financial disasters of 1927 is largely to be ascribed to the 
efficient work of the Bank of Japan in association {with 
the Government. During the year the amount of 
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special discounts under the emergency legislation of 1927 
was reduced from yen 644 million to yen 598 million, 
and the bank’s holding of gold showed a modest increase, 
which, owing to the decrease in the note issue, raised 
the ratio of the specie reserve to notes from 61 to 65 per 
cent. in the course of the year. The perseverance of 
Japan in overcoming the effects of the earthquake of 
1923 and the subsequent financial upheaval commands 
admiration, and the achievement involved in the lifting 
of the gold embargo this year will strengthen the credit 
of the country in international centres, which have 
co-operated in extending credits for the purpose of 
consolidating the resumption of the gold standard. 

As regards the United States the history of the 
year, which saw the culmination of the Stock Exchange 
boom and its collapse and witnessed a further addition 
to the country’s disporportionate gold stocks, is too 
well known to require treatment here. The experience 
gained by those in charge of monetary policy should, 
however, prove of great value for the future. When 
a year or two ago Congressman Strong brought forward 
his bill which aimed at imposing upon the Reserve 
Board the duty of shaping monetary policy with a view 
to maintaining the stability of the price level, high officials 
connected with the Reserve Bank system deprecated the 
measure, being apparently disposed to belittle the scope 
of their powers. During the two years that culminated 
with the crisis of October 1929, the Federal Reserve 
authorities had adopted a hesitating course, issuing 
warnings but delaying action. It can hardly be doubted 
that the result of this has been, as it usually is in such 
cases, to create an acuter situation when the blow had to 
be delivered. It is to be hoped that further discussion 
will now take place in the United States as regards the 
power of a central banking system in the regulation of 
the price level and as to its duties when there are 
conflicting considerations, such as the growth of a specu- 
lative boom and a declining price level. 

It is, indeed, open to argument how far the raising 
of the official rates contributed to the breaking of the 
boom, since the New York Stock Exchange situation was 
governed by the rate for call money, which was quite out 
of touch with the Federal Reserve rates. 
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The Bank of England has come through the year with 
distinction, having enhanced the position of London for 
leadership. In the post-war period the enlightened policy of 
the Bank has been the most striking feature of financial 
history. Four points may be noted. The Bank steered 
the pound sterling back to parity; the Bank took the 
lead in the restoration of the gold standard in Europe; 
it further took the lead in promoting the policy of gold 
economy, which is exemplified in this country by the 
withdrawal of the sovereign from circulation and the 
adoption of the gold bullion standard, which has been 
widely imitated. Further, its administrative policy has 
been marked by foresight and by a discriminating 
elasticity of view as to the gold basis required from time 
to time for the maintenance of the currency and credit 
structure. In the course of 1929 there were, as is 
well known, two increases in the Bank rate—on Feb- 
ruary 7 to 54 per cent. and on September 26 to 
64 per cent. If on these two dates the Bank’s returns 
were rearranged on Continental lines, the notes in 
circulation being treated with deposits as liabilities at 
call, it would be found that the gold ratio to demand 
liabilities stood respectively at about 32 and 28 per cent. 
as compared with the 35 or 40 per cent. standards 
prescribed elsewhere. As, in practice, foreign central 
banks aim at maintaining reserves substantially in 
excess of the standard proportion, the courage of the 
Bank in permitting its reserve ratio to decline heavily 
before advancing its rate, is noteworthy. In the 
circumstances, it is not surprising that little is heard 
nowadays of the suggestion that this country would fare 
better with the proportional reserve systems familiar in 
America and on the Continent than with the traditional 
British system of a fixed fiduciary issue coupled with 
an elastic policy in the banking department. The power 
of the Bank rate was fully borne out by the events of the 
autumn, and it was gratifying that the speeches of the 
Chairmen of the joint-stock banks at the beginning of 
the year should have paid tribute to the effectiveness of 
the Bank of England’s discount policy. The rapidity 
with which the rate was brought down by successive 
reductions to a normal level within a few weeks, when 
tension was relieved, is also likely to become historical. 
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Bankers and the Budget 


ANKERS, as such, have no politics, and if they 
adhere strictly to the traditions of their calling, 
refrain from expressing in public what they 

themselves feel on questions of political controversy. 
The handling of the national finances, however, touches 
the banking world closely, and while bankers would 
naturally be chary from discussing whether or not some 
small duty should be extended or allowed to lapse, they 
feel that the country may well wish to learn from them 
how they regard the broad principles upon which taxation 
is levied. 

Mr. Snowden, on preparing his second budget, found 
himself faced with a prospective deficit of £42,600,000, 
which he felt bound to increase to £47,600,000, so as to 
provide himself with a special sum of {5,000,000 for 
additional debt redemption this year as an initial offset 
to last year’s deficit of £14,500,000. To fill this gap of 
£47,600,000, he made the following proposals :— 

(1) He appropriated £16,000,000 of the £20,000,000 in 
the Rating Relief Suspense Account. 

(2) He raised the standard rate of income tax from 
4s. to 4s. 6d. in the pound, but simultaneously gave an 
abatement of 2s. 6d. in the pound on the first £250 of 
taxed income, in place of the previous one of 2s. on the 
first £225. The net result of this is that the tax on 
incomes of less than £800 is slightly less, while it is only 
after £1,500 or so that the new rate begins to have a 
serious effect. 

This increase will yield him {21,000,000 this year, 
and a further £3,000,000 in a full year. It is thus his 
main source of new revenue. 

(3) The rate of surtax is raised throughout the whole 
scale. The minimum rate is 1s. instead of 9d., and the 
maximum 7s. 6d. instead of 6s. The yield is estimated at 
only £3,000,000 this year, but at £7,000,000 in a full year. 

(4) Estate duties on estates in excess of £120,000 are 
also raised, so that the highest rate becomes 50 per cent. 
instead of 40 per cent. 

(5) The beer duty is increased by 3s. per standard 
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barrel, the estimated yield being {2,750,000 this year, 
and £3,000,000 in a full year. 

These are the main changes which the budget makes 
in the British system of taxation, though it may be added 
that a Land Valuation Bill, foreshadowing the taxation or 
rating of land values, is to be introduced. It will be seen 
that Mr. Snowden has relied almost entirely upon direct 
taxation, and that the new burdens he is imposing will 
fall almost wholly upon those in receipt of an income of 
not less than {1,500 a year. In short, the burden falls 
entirely on the wealthy. The wage-earner, the man of 
moderate means, and the vast majority of the professional 
and salaried classes escape practically scot-free. 

Now a banker, with his intimate knowledge of the 
affairs of his customers, would be the last to deny that 
an extra tax of 24 per cent. on a man’s income (which 
is the equivalent of 6d. in the pound): can be more 
easily borne by a man in receipt of £5,000 a year than by 
one in receipt of only £500. In the first case it only 
involves the sacrifice of some of the non-essentials of life, 
while in the second it may impinge on his ability to 
provide for the necessities of life. And if this were the 
beginning and end of the story, Mr. Snowden’s budget 
would be fully justified. Unfortunately it is necessary 
to consider not only the individual taxpayer’s ability 
to pay, but also the effect on the economic life of the 
country of the diversion of this extra money from the 
ownership of the private citizen to that of the community. 
And it is here that a banker would feel his real doubt 
as to the merits of Mr. Snowden’s budget. 

With the single exception of the sinking fund alloca- 
tion of £55,400,000, the revenue of the country is diverted 
to current expenditure, and even though some 
£300,000,000 odd of this expenditure consists of interest 
on the national debt, which in one sense is an annual 
transfer of money from the private citizen in his capacity 
of taxpayer back to him in his capacity of war loan- 
holder, this qualification does not necessarily affect this 
argument. Now rightly or wrongly it is a fact that the 
particular class which Mr. Snowden has singled out is 
the class which provides the country of the major part 
of the fresh capital upon which trade and industry depend 
for their nourishment. Under a different system of 
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society that nourishment might or might not be forth- 
coming from other sources, but Mr. Snowden and his 
colleagues have to reckon with the present system. 

Hence there is grave likelihood that, of that 
£43,000,000, which the higher income tax, surtax and 
estate duties will yield in a full year, much the greater 
part will be drawn from the capital fund of the country. 
New capital issues for the last two years averaged 
approximately £300,000,000, and to this must be added 
companies’ allocation to reserve, private investments by 
individuals in their own businesses, and all the other 
ways in which the net annual increment in the country’s 
capital fund is absorbed. Compared with the grand 
total suggested in the last sentence, £43,000,000 may 
not appear a big sum, but this is a time when the industries 
of this country need every penny of fresh capital they 
can get, and in such circumstances, even an apparently 
small depletion of the capital fund may make just the 
difference. In short, the burden may fail ultimately 
not upon the wealthy man who pays the tax, but upon 
industries in need of fresh capital for reconstruction 
purposes, on the heavy industries engaged in making 
“capital’’ goods, and, last but notleast, upon all employed 
therein. 

Ironically enough, among those in need of “ fresh 
capital for reconstruction purposes’’ is Mr. Snowden 
himself. The big and successful effort. he made early 
in the year to reduce the Treasury Bill issue and bring 
down money rates had led the City confidently to expect 
that his budget speech would embody some conversion 
scheme. This has not been forthcoming, and it must be 
emphasized that the big increase in direct taxation, 
coming at a time when the burden is already inordinately 
heavy, will seriously detract from the chances of success 
of a new Conversion Loan. 

A banker is always having to explain to his customers 
the vital difference between income and expenditure 
upon revenue account, and receipts and disbursements of 
a capital nature, and he is continually having to refuse 
loans simply because of that particular confusion of 
thought in the customer’s mind. Direct taxation, once it 
reaches a certain limit, has the fatal defect of blurring 
in the country’s economic life the boundary line marking 
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this vital difference, and this is the real criticism of the 
post-war inflated budgets. This criticism should be 
directed not against Mr. Snowden, for the amount of 
money he had to find was fixed for him by others, and 
he does merit some credit for his statement that no 
further taxation is likely next year. It should rather 
be directed against those who think that there is no 
limit to the taxable capacity of the nation. 


The Bank for International 


Settlements 


T is very likely that April 22, 1930, will stand out 
I in the future as one of the most important dates in 

the economic history of the world, for on that day 
the board of directors of the Bank for International 
Settlements held their first meeting at Basle. Their 
initial duty was to receive from Sir Charles Addis, as 
vice-chairman of the Organization Committee, a report 
of the work done by him and by the small sub- 
committee appointed at the Hague Conference to secure 
the passing of the bank’s charter, to obtain premises, 
to arrange for the subscription of the bank’s capital, 
and to carry out other necessary preliminaries. The 
board next proceeded to elect Mr. Gates McGarrah 
president of the bank, and M. Pierre Quesnay as director- 
general. Subsequently Dr. Hiilse was appointed deputy 
director-general and head of the banking department, 
while Signor Pilotti was made secretary general, and 
M. Murcel van Zeeland head of the securities department. 
No appointment was made to the department for 
liasion between central banks, which will provisionally be 
under the supervision of M. Quesnay. It is understood 
that a Japanese will be head of the foreign exchange 
department. Sir Charles Addis and Dr. Melchior were 
elected vice-chairmen. 

The only one of these appointments to arouse any 
division of opinion was that of M. Quesnay as director- 
general. To this Dr. Luther objected, not on personal 
grounds, but because he thought it undesirable that a 
Frenchman should be head of the bank. Inasmuch as 
one of the main duties of the bank is the collection 
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of reparations, there is some apparent substance in 
Dr. Luther’s objection to the appointment as director- 
general of a representative of a creditor nation, but 
no one acquainted with M. Quesnay can suppose that 
the objection had any real basis, and in any case German 
misgiving should be overcome by the appointment of 
Dr. Hiilse, a director of the Reichsbank, as deputy 
director-general. Dr. Melchior’s election as vice-chair- 
man is a further guarantee to Germany, if any additional 
safeguard were needed. 

Another decision the board had to take was that 
relating to the issue of the bank’s shares. It was 
agreed that the issue should be made at par, eight days 
after the complete ratification of the Young Plan by 
Great Britain and Italy. It will be recalled that the 
constitution of the bank provides for the limited 
participation of other countries besides the seven 
“‘ founder-powers,”’ and it is very satisfactory to know 
that already Switzerland, Sweden and Holland have 
been admitted. The reason why the central banks of 
these three countries have been given preferential treat- 
ment among the many applicants is that part of the 
coming Reparations Loan will be placed in Amsterdam, 
Stockholm and Switzerland. Directors representing these 
countries are being appointed, and they will take part in 
the issue of shares, if they so desire. As regards the details 
of the share issue, these have not yet been finally settled, 
but according to one report, the German, American 
and Japanese quotas will be taken up privately, while 
those for the United Kingdom, France, Belgium and 
Italy will be offered to the public. The exact distribu- 
tion of the shares, other than those taken up by the 
seven founder countries, between the various participating 
countries has still to be decided upon. 

As the Young Plan has not yet been ratified by all 
the signatory powers, the Bank for International Settle- 
ments is not yet formally in being, but the decisions 
taken at the Basle meeting will stand, and be officially 
confirmed so soon as ratification is complete. In any 
case, the Basle meeting means that one of the main 
objects of the bank, namely that of providing a common 
meeting-place for representatives of the world’s principal 
central banks has already been attained. From our 
own standpoint, it is a more than fortunate coincidence 
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that this meeting should have taken place at a time when 
the exchanges have been moving against London and 
France, Germany and Switzerland have been competing 
for the Cape gold. Last month’s sudden fall in the franc 
exchange, with its threat of a renewal of the gold drain 
to France, is a development which will be welcomed 
neither in London nor in Paris, and there is every ground 
for hoping that the central bank representatives who 
met at Basle did not fail to take cognizance of this fact. 

As regards the tasks of a more definite nature that 
lie before the bank, here, too, much must obviously 
not be expected at once. The new bank will have to 
feel its way, and to make a place for itself in the world 
of international finance, and its officials will be the 
first to realize the dangers of precipitate action. The 
management is in strong hands, which command the 
confidence of all. Bankers in all countries will be 
content to trust Mr. McGarrah, M. Quesnay and their 
colleagues, in the certain knowledge that progress towards 
the ultimate objection of the bank will be made along 
lines and at a speed most conducive to its final success. 
Meanwhile, on the occasion of its birth, all will wish it 
good fortune on the road that lies before it. 


Acceptance Credit Problems 


nE year 1929 was decidedly a bad one for the 

majority of our acceptance houses, and the current 

year does not promise to be any better. A 
number of important commercial houses in various 
countries failed, and the London market was involved 
in many of them to a considerable extent. 

It is one of the drawbacks of being an international 
banking centre that, in no matter which part of the 
world is there a big failure, the chances are that London 
houses are among the creditors. The total losses are 
estimated at many millions of pounds, and in the case 
of several acceptance houses, they absorbed the profit 
of several years’ activity. As a result, it is expected 
that some of the weaker acceptance houses may withdraw 
from business in the near future. 

Examining the causes of the losses, a great part of 
them are doubtless due to the inadequate exchange of 
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information between acceptance houses. As we have 
repeatedly pointed out in the past, a systematic exchange 
of information would go a long way towards preventing 
foreign firms from over-trading at the expense of their 
British creditors. Unfortunately, the traditional policy 
of secrecy of banking houses, and their rivalry between 
each other and with the joint-stock banks, resulted in 
the failure of the endeavours to establish a credit in- 
formation bureau. There is thus nothing to prevent big 
foreign firms from contracting excessive credits in this 
market, so long as they distribute the amount among a 
large number of acceptance houses who do not know about 
each other’s business. 

Another cause of the losses is the excessive rivalry 
in the domain of acceptance credits. The volume of 
first-class business is by no means unlimited, and it is 
certainly insufficient to keep both acceptance houses and 
joint-stock banks fully occupied. For this reason, there 
is a strong temptation to take on business which can 
hardly be classed as first-rate, so as to produce a suffi- 
ciently large turnover to cover overhead charges. More- 
over, as the rate of commission on first-class acceptance 
credits has been reduced to a figure which barely 
covers overhead charges, many acceptance houses are 
inclined to relax their rule of undertaking first-class 
business only, and grant a certain amount of credits 
to firms of an inferior standing, taking a greater risk 
for the sake of a commission sufficiently high to leave 
a margin of profit. It is thus obvious that the reckless 
competition in acceptance business was largely responsible 
for the heavy losses suffered by this market. 

The principal cause was, of course, the world-wide 
economic depression, as a result of which a large number of 
well-established firms failed. The fact that in most 
cases the leading local banks were fellow-victims of our 
acceptance houses, shows that the losses in such cases 
were not due to any particular negligence or ignorance 
on the part of the London firms. If the local banks 
were unable to see the danger in time, London houses 
cannot reasonably be expected to possess better facilities 
for obtaining information. Until the eve of their 
suspension, the firms were considered first-rate; in the 
circumstances, the avoidance of loss becomes not so 
much a matter of skill as a matter of luck. Even in 
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cases when it was known that the debtors were in diffi- 
culties, it was impossible to call in the total credits in 
good time. Several bankers who have established a 
reputation of skill and shrewdness suffered a series of 
losses within a few months, mainly because they had 
a spell of bad luck. 

One of the remedies proposed is to do all the business 
through or under the guarantee of the leading local 
banks. Although the margin of profit in that case is 
very small, on the other hand the risk is negligible. The 
leading banks in most countries are most unlikely to 
fail; should they ever get into difficulties they are 
certain to receive support of their authorities, and, 
should the worst happen, their foreign creditors may 
rely upon preferential treatment being given to them. 
Experience since the war has shown that, while Govern- 
ments do not interfere in favour of the foreign creditors 
of commercial or industrial firms, however large, they 
consider that the external credit of the country is at 
stake if a big bank fails, and its external creditors are 
not satisfied in full. Thus it may be said that to lend 
to the leading banks of most countries involves no risk 
at all. On the other hand, the commission on such 
credit is also very low—it is usually 4 per cent. for 
three months, which barely covers the clerical work 
involved. Should the habit of lending exclusively 
through big foreign banks be generally adopted, the 
amount of banking commissions received from abroad 
would undergo a considerable decline. Apart from this, 
the application of the slogan of “safety first”’ can 
easily be overdone. It is to the credit of the London 
financial market that it has never hesitated to take 
normal and reasonable risk, and it owes its existence 
as the world’s banking centre to this enterprising spirit. 
Should it confine itself in future to business which can 
be undertaken without running any risk, it would lose 
a great part of its international importance. There 
is a happy medium between undertaking almost any 
business so as to keep busy, and refusing anything but 
the absolutely gilt-edged business. 

A second remedy is to raise the commission on ac- 
ceptance credits to a figure which is in accordance with 
the present abnormal risk. It is, of course, difficult 
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to raise the rate for credits to commercial firms, so long 
as credits to leading banks only pay 4 per cent. per 
annum. As a result of this practice, together with the 
difference between the Bank rate and the market 
rate of discount, foreigners can borrow in London at 
present considerably cheaper than our own leading 
industrial and commercial firms, which are charged 
usually one per cent. or half per cent. above the Bank 
rate (often with a minimum of 5 per cent.), while foreign 
banks can raise any amount on a 3 per cent. basis (prime 
bill rate 24 per cent., plus commission of 4 per cent.). 
Assuming that a leading foreign commercial or industrial 
firm pays its banker a commission of I per cent. per 
annum, it is able to obtain credit at a rate of $ or even 
one per cent. below the rate paid by its British rival. 

It is, indeed, high time that acceptance houses and 
joint-stock banks should settle down to a discussion as 
to the possibility of an understanding about the minimum 
commission on acceptance credits. Even if the idea 
of a cartel does not appeal to most of them, it is perhaps 
possible to find a formula which, without being too rigid, 
would go a long way towards eliminating the present 
cut-throat competition which is harmful to all interests 
involved. 


Law Reports 


N any City trouble Sauve qui peut! sounds and we 
may expect to hear of not a few essays in litigation 
aimed at putting the loss directly or indirectly due 

to the Hatry crash on “ the other fellow.’”’ If the other 
one be a bank, so much the better! An instance occurred 
whilst our last issue was in the press—The National 
Bank, Lid., v. Sidney J. Lovell & Co., heard before Mr. 
Justice Roche, with a City special jury—a fight between 
bankers and stockbrokers. It was, so counsel said, 
the first of a number of similar actions arising out of 
the Hatry frauds. Yet the facts were not really in 
dispute and one would have thought quite clearly led to 
but one conclusion. In April last year the Dundee 
Trust, Limited (Gialdini, managing director), had a 
quite good account with the plaintiff bank and were 
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granted a loan of {£100,000 in connection with the 
flotation of Allied Ironfounders, Limited. The security 
offered consisted of 60,000 Ordinary and 60,000 Preference 
shares in that company. At that time permission to 
deal in the shares on the Stock Exchange had not been 
obtained. Hence the security was reinforced by under- 
takings from various stockbroking houses (of which the 
defendants were one) to take up the shares at the 
expiration of the loan. The defendants agreed to take 
up 5,000 of each issue. They covered themselves by 
undertakings from the Austin Friars, Limited (another 
Hatry company), to take the shares from them, and they 
were to be paid a commission of 3d. per share. In July, 
when the loan expired, the Dundee Trust repaid half 
the loan and the remaining £50,000 loan was renewed 
for a further three months, the brokers’ undertakings 
being correspondingly halved, so that the defendants then 
became liable to take up 2,500 Ordinary shares and 
2,500 Preference, still retaining the Austin Friars under- 
taking and the right to 3d. per share commission. 
Therefore the defendants (and other stockbrokers as to 
their share of the remaining £50,000) were under obliga- 
tion to take up, at expiration of the loan, the requisite 
shares and to pay to the bank par value for them. 

In September the trouble came and the brokers with 
one exception, but including the defendants, repudiated 
their obligation. They alleged first, that there was no 
agreement on their part to take up the shares. Secondly, 
they said if there was such an agreement there was no 
consideration in law and that it was an implied term that 
the shares were not subject to any clog or embargo on 
dealing with them, whereas in fact the Dundee Trust and 
Austin Friars had agreed that the shares should not be 
dealt in for twelve months after allotment. Thirdly, 
they alleged that the contract to take the shares was 
induced by the fraudulent misrepresentations of a third 
party, namely Gialdini, who had conducted the business, 
and the defendants alleged that Gialdini was, in fact, 
acting as agent for the bank in making those misrepre- 
sentations, as he had been left by the bank to arrange 
the business with the brokers. In dealing with these 
contentions the judge and jury were faced with the fact 
that neither the bank nor the brokers knew of this 
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embargo on the dealing with the shares. Hence the 
counsel for the brokers also ran the plea that their 
ignorance of this fact made a mutual mistake that 
vitiated the contract as between bank and brokers. The 
jury, on a careful direction from the judge, found the 
contract established and negatived the allegation that 
the contract was induced by false and fraudulent 
representations of Gialdini and also the further plea that 
Gialdini was agent for the bank in his negotiations with 
the brokers. So far as facts were concerned the Court 
found that it was an ordinary transaction in which there 
was ample consideration in law by the loan as made by 
the bank in reliance on the deposit of the shares together 
with the brokers’ undertakings; that it was no implied 
term that the shares were free from any clog or embargo ; 
and that whatever was said by Gialdini to the brokers, 
whether true or false, could not affect the bank’s rights. 
The action was in form a suit for specific performance of 
the contract by the brokers, and judgment was entered for 
the bank with costs, the broker being ordered to pay to 
the bank the £5,000 in return for transfer of the shares. 
It seems beyond doubt that Gialdini told untruths to 
the brokers and that they had entered into the transaction 
without full knowledge of the exact facts. But it was 
equally true that the bank had done no more than 
reimpose a condition on their loan at the request of 
Gialdini, namely, that he should not only deposit the 
shares but secure the brokers’ undertakings. What 
arrangements Gialdini made with the brokers as to 
Austin Friars was beside the point as regarded the bank. 
The Dundee Trust had arranged the 3d. per share com- 
mission to the brokers and they acted at their own risk. 
Had the Hatry frauds not been exposed at the date they 
were brought to light the transaction would not, as 
regards the bank, have been at all out of the ordinary. 
One feels in a case like this that there must. be a hardship 
somewhere. But, after all, it would be a lamentable 
thing had it been held that the arrangements between 
third parties could have affected the bank, which in good 
faith had allowed the loan on specified terms. The 
bank manager concerned in the transaction stated that 
he knew nothing of these arrangements or of the embargo 
on dealing in the shares. In cross-examination that 
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gentleman very naturally said that he relied on the 
brokers’ undertakings—they were reputable firms. He 
had told Gialdini that if the various brokers did not give 
the undertakings the bank would not advance the money. 
In short, the brokers’ obligations were an essential part of 
the security. It would seem that in cold law and in 
plain fact there was really no answer to the bank’s 
claim. It was clearly the brokers’ undertakings that 
made possible the loans, and the brokers have to 
implement their agreement. 

It would be odd indeed if in a great statute of con- 
solidation and amendment such as the Companies Act 
1929, there were not some opportunities for difference of 
opinion. One of them has just found its way into the 
Courts, with the result that a startling proposition has 
been laid low by legal decision. The proposition was 
that, by implication, the new Act hadabolishedthe powers 
of a company limited by shares to issue stock warrants 
while keeping alive the power as to share warrants. 
There was just enough in the suggestion to raise an 
argument that had already been considered by company 
lawyers and decided both ways. In Pilkington v. 
Umited Railways of the Havana and Regla Warehouses, Lid. 
(decided on April 10), Mr. Justice Luxmoore held that 
the new Act had not impaired the previous powers, and 
that stock warrants were included in the term share 
warrants. This was the case in the 1867 Act that 
originated share warrants to bearer, and the Act of 1908 
expressly included in section 37, warrants for shares or 
stock. The 1928 Amendment Act made no reference 
at all to the matter, for there was no amendment intended 
or expressed in that Act (which embodied the Depart- 
mental Committee’s recommendations) as _ regards 
warrants to bearer. But unfortunately, in the final Act 
of 1929, the drafting of the relevant section, supposedly 
embodying the earlier legislation, omitted the words “ or 
stock’ (section 70). It might be arguable, therefore, 
that the omission of those words left share warrants 
untouched but deliberately excluded stock from being 
included in warrants. This argument was reinforced by 
the allegation that the requirements as to shares being 
distinguished by numbers was inapplicable to stock. 
This, however, was not a very powerful argument when 
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one takes into account other sections of the Act such as 
g7 and 108. It is clear that the word “‘share”’ must 
include ‘‘stock’’ unless expressly or implicitly dis- 
tinguished, for section 380 says so. Indeed, even in the 
older Acts, share warrants were always so called, whether 
embodying shares or stock. The Court, therefore, apply- 
ing the definition contained in section 380, declared that 
share warrant included stock warrant. Apart from this 
decision we have reason to know that Chancery lawyers 
had so advised. It is well, however, to have the point 
judicially decided. 

That line of cases in which the Official Receiver or 
any other person as an officer of the Court (either as 
trustee in bankruptcy or liquidator in a compulsory 
winding up) is directed by the Court “to pursue a line 
of conduct which an honest man, actuated by motives of 
morality and justice, would pursue, although not com- 
pelled thereto by legal process ’’—has been added to by 
a recent decision—In ve Regent Finance and Guarantee 
Corporation, Ltd. The words we quote above are 
taken from the judgment of Lord Justice Warrington in 
In ve Thelluson (1919) 2 K.B., which was a case where 
bankers had loaned a sum of money to the debtor. And 
the companies winding-up judge applied the same 
principle to money paid as part purchase of a motor-car. 
The applicants were motor-car dealers and they agreed 
with the Regent Company to buy an omnibus for {600 
which was at the premises of the ““U’’ Company. The 
applicants paid the Regent Company 600, and that 
company paid the ‘“‘ U ” Company £400, having at that 
time only £49 4s. 2d. to their credit, besides the applicant’s 
£600 cheque. This £400 was part of the total of £500 
to be paid by the Regent Company to the “‘ U ”’ Company. 
At the very date of this payment the Regent 
Company had a compulsory order made against it 
unknown either to the “‘ U ’” Company or the applicants. 
Hence, of course, no motor vehicle could be delivered to 
applicants, who got nothing for their {600. The Official 
Receiver as liquidator obtained from the ‘‘ U ’’ Company 
repayment of the £400 which he placed to general assets. 
But the applicants urged that but for their cheque of 
{600 the £400 cheque by the Regent Company would 
never have been honoured and that amount was therefore 
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in fairness and honesty theirs and ought not to go into 
general assets, leaving them merely their proof as 
unsecured creditors. They had paid their {600 under an 
agreement by the company to deliver them a motor 
vehicle in return and they had got nothing at all. And 
the official liquidator held money that in fact and 
substance was part of that sum of {600 paid by them to 
the company. Ought he as an officer of the Court to be 
allowed to retain it for the general body of creditors or 
was it in ordinary honest dealing—apart from strictly 
legal considerations—the applicants’ money. The Court 
agreed with the latter view and made an order for return 
of the £400 (less, of course, the £49 4s. 2d. already to 
credit of the company on date of payment) to the 
applicants. 

A small but useful point as to the powers of a receiver 
for debenture-holders was decided by the King’s Bench 
Divisional Court in Gough’s Garage, Ltd. v. Pugsley. The 
company’s solicitors had given notice under section 5 of 
The Landlord and Tenant Act, 1927, for the grant of a 
new lease in April 1929—the existing lease expiring on 
June 24, 1930. The company in 1925 had issued a 
debenture with power to appoint a receiver with usual 
powers for him to act in the name of the company “ to 
take possession of, collect and get in the property charged 
by this debenture.”’ And in July 1929 (after the notice 
for a new lease) the debenture-holders had appointed a 
receiver who on September 23, 1929, in the name of the 
company, commenced proceedings in the Bristol County 
Court to obtain a grant of the new tenancy in accordance 
with the notice. On September 27, 1929, a compulsory 
winding-up order was made and a liquidator appointed. 
The County Court upheld the objection that after the 
liquidation the receiver could not continue his action. 
The Divisional Court, however, held the contrary. The 
right to the new lease under section 5 of the Act of 1927 
was a right given by the company to the debenture-holders 
under the general floating charge and the receiver was 
entitled to attempt to enforce it, notwithstanding the 
liquidation of the company after the crystallization of the 
charge by the appointment of the receiver. 
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How the City Works: 


V. The Money-Market—(b) Bills 


F all the Bills in Lombard Street, the finest, the 
most impressive, the greatest in value is, strictly 
speaking, not a bill at all. It is the promissory 

note of the British Government known as a Treasury 
Bill. It is said that since the war the development of 
alternative methods of financing trade has considerably 
reduced the number of commercial bills in existence at 
any given time. If this is so, Treasury Bills have well 
filled the gap. Originally issued in 1877 on the suggestion 
of Walter Bagehot, they have been of enormous service 
in the hard times since 1914, their issue reaching in 
Ig2i a total of over £1,200,000,000. At present there 
are outstanding about {£570,000,000, of which some 
£30,000,000 mature each week. These are replaced by 
new ones to a greater or less amount according to the 
Treasury’s requirements or the policy of the Government 
at the moment. 

Different conditions have governed the issue from 
time to time, but at present Treasury Bills are issued by 
tender to banks and Discount Houses. The tenders are 
made every Friday before one o'clock, following an 
announcement on the previous Saturday of the amount 
to be issued, and applicants have the option of stating 
upon which day of the week following the tender the 
bills they are allotted shall be issued. The denominations 
of the bills are £5,000 and £10,000, and they are payable 
three months after the day they are issued. The 
actual period may be from 88 to g2 days owing to the 
lack of symmetry of the calendar and the existence of 
Sundays and Bank Holidays. Tenders must be for 
amounts of not less than £50,000. Smaller amounts 
required for private investment can only be obtained by 
purchase at the market price, plus a small commission. 
Newly-issued bills are known colloquially as ‘“ hot”’ 
bills. 

Needless to say the tenders call for very fine 
judgment of market conditions. The prices offered 
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vary by one penny per cent., and a difference of fourpence 
in the price per {100 represents over one-sixteenth per 
cent. in the rate—enough to turn a profit into a loss. 
Usually the lowest successful bidders have to be content 
to share what remain over after all the higher bidders 
have been accounted for. Hence the comment in 
Friday evening’s papers that “ applicants at {99 5s. 4d. 
received 65 per cent. of their requirements and above 
in full.” 

When the bills have been paid for and taken up 
on the day selected, many of them are put away until 
maturity simply as an investment ; the clearing banks, for 
instance, never in ordinary circumstances re-sell any 
of the bills in their portfolios. On the other hand, a large 
proportion are sold by the holders at a profit, more 
particularly when they have only six weeks or so to run, 
and are therefore more attractive to bankers than the 
full three-months’ bill. Until that time they are to be 
found in large numbers deposited as cover for short- 
term loans. Tenders, by the way, are made in the actual 
amounts to be paid per {100 for the bills, but market 
quotations are always so much per cent. per annum 
discount, and it may be noted that five per cent. discount 
is not quite the same as five per cent. interest. It isa 
little more, being, in fact, £5 interest on an outlay of £95, 
viz., 5°26 per cent. Of course, the interest ‘earned on 
Treasury Bills is seldom as much as five per cent. It 
is usually much lower than that earned on long-dated 
investments offering equal security, the reason being 
found in the competitive demand for the bills by the 
banks, and in the fact that they mature at the end of a 
very short period. 

The best class of commercial bills are of little less 
fineness than Treasury Bills; indeed, they sometimes 
command better rates on account of the stronger con- 
tinental demand for them. The ordinary commercial 
bill of exchange is a method by which buyers and sellers 
on opposite sides of the earth, and practically unknown to 
each other, can trade together without risk that the one 
might not pay or the other omit to deliver the goods. 
They are simple in form, and the law relating to them is 
precise and well known, so that they are invaluable aids 
to commerce. They possess the pleasing quality of 
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highly efficient instruments, perfectly adapted to their 
purpose. Though all the same in form and all directed 
to the business of transferring money, the circumstances 
under which they are created vary considerably. 

To begin with, let us suppose that M., a worthy 
merchant of London, desires to trade with E., an 
exporter of goods from the mysterious East. Both 
being respectable gentlemen they might trust each other 
and act without anybody’s intervention, but at the best 
it would mean that one or other would be out of his 
money until the goods had reached London and been 
sold to a third party in the course of M.’s business. 
Owing, however, to the existence of capital available for 
the financing of trade, it is not necessary for either M. 
or E. to wait three months after every transaction 
before he can get his money to enable him to undertake 
another. 

M. will request his banker, say, the Westland, to 
open a credit in favour of E. on certain very precise 
conditions. The Westland Bank, relying on their know- 
ledge of M.’s financial soundness, arranges with one of 
the London banks, say the Bank of the Far East, having 
a branch in E.’s part of the world, to write or cable to 
that branch authorizing them to negotiate E.’s bills of 
exchange upon the Westland Bank within a certain time 
and up to a certain amount if accompanied by certain 
shipping documents. The precision of detail is important, 
as a variation from the terms of the arrangement will 
give M. the right to repudiate his liability and involve 
one or both of the banks in loss. In due course E. is 
advised of the credit by the local bank concerned, and he 
then ships his goods to M. and draws a bill on the 
Westland Bank in the terms of the credit. It will be 
somewhat as follows :— 
£2,370-6-6. Far East, 12 March, 1930. 

Three months after sight pay to the order ofthe Bank of the 
Far East the sum of Two thousand three hundred and seventy pounds 
six shillings and sixpence. 

Drawn under Letter of Credit No. 1234. 

Westland Bank Limited, (Signed) E. 
London. 


The local branch of the Bank of the Far East, satisfied 
that all is in order, will discount the bill so that E. will 
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obtain cash at once. He may, indeed, employ it many 
times over before ever the goods reach England. The 
bill is dispatched with the documents attached to the 
London office of the Bank of the Far East, who present 
it to the Westland Bank for acceptance. If they, too, 
are satisfied they write across it—‘‘ April 16, 1930. 
Accepted. Per pro Westland Bank Limited, John Bull, 
Manager,” detach the documents, and return the bill to 
the Bank of the Far East. It has now become an 
“acceptance ”’ of the Westland Bank, and its payment 
three months (plus three days of grace) after the sixteenth 
of April is their unconditional obligation. M. may have 
the documents meanwhile under certain conditions 
designed to safeguard his bank and can collect the goods 
when they arrive. If he is successful in selling them 
before the bill becomes due, the proceeds will be available 
to meet it so that it will not have been necessary to tie 
up any of his own money at all. Of course, if he is 
unable to sell the goods he must nevertheless be prepared 
for the bank to debit his account when it is called upon 
to honour its acceptance. 

During the three months interval the bills are either 
in the hands of the London office of the Bank of the 
Far East or, what is more likely, have been sold by them 
in the market under discount and possibly re-sold to a 
clearing bank. In the latter case the clearing bank will 
have financed the shipment on the security of the 
Westland Bank’s acceptance, coupled with the endorse- 
ment of the Bank of the Far East. The latter, through 
their branch, have paid E.; the bill-broker has reimbursed 
them and the clearing bank has paid the broker. At 
maturity the holder of the bill, whoever he is, will be paid 
by the Westland Bank, who will be paid by M., and the 
chain is complete. 

Needless to say, whatever profit or loss E. and M. 
have made out of their deal, all the financial inter- 
mediaries will have made some small but fairly certain 
* profit out of the business. 

The names of the London accepting houses, that is 
to say, the banks and certain merchant firms who have 
specialized in this class of business so long and honourably 
that no doubt arises as to their trustworthiness, are 
known all over the world, and they are frequently called 
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upon to accept bills drawn against shipments between 
two foreign ports in preference to anyone in the importer’s 
own country. Commissions earned by such services form 
a material part of the country’s so-called invisible 
exports. The decisive factor is, of course, that a bill 
bearing the acceptance of one of the best London houses 
can always find a purchaser on the most important 
money market, London, and for this reason exports 
from this country also are frequently paid for by means 
of a bill accepted in London instead of, as would seem 
more natural, in the importer’s city. It will be fairly 
obvious from what has been written that this is a perfectly 
simple matter, for the terms of the credit will stipulate 
on whom the bills are to be drawn, whether he lives in 
London or Timbuctoo. With all respect, however, to 
the accepting houses of Timbuctoo, their paper would 
hardly be so freely saleable or command such good rates 
as that of the great London houses. Even New York, 
in spite of a serious effort and an enormous increase in 
its own bill-market business, is still behind London in 
this respect. 

Bills drawn upon acceptors whose names do not in 
themselves carry a guarantee of due payment, are usually 
dealt with on a D/P (documents against payment) basis. 
That is to say, the shipping documents may only be given 
up against actual payment of the bill. In these cases 
the importer can usually obtain control of the goods 
before the maturity of the bill by paying in advance 
under a discount called ‘‘ rebate.”” Such bills naturally 
are not a suitable medium for money-market operations. 

Bills are drawn for other purposes than covering 
shipments of goods. The internal trade of the country, 
provides a considerable number for the London market, 
though the majority of English bills are either not sold at 
all or are discounted by banks for their customers direct. 
Parcels of steamship companies’ acceptances are also 
frequently met with. These are usually drawn by 
shipbuilders in round amounts for instalments of the 
payment due to them for work in hand. Finance bills 
used to be a more important item than they are now, and 
served a valuable purpose in steadying the foreign 
exchanges and in preventing the export and import of 
gold with the ebb and flow of the tide of trade. They are 
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drawn in one country and accepted in another by banks 
in order to bridge a period between seasons when trade 
bills are temporarily in poor supply. Thus, mainly 
agricultural countries are often in need of funds in between 
harvests. To supply this need, their banks draw finance 
bills on London as a means of obtaining funds, and many 
of these bills are discounted in the London market. 
When harvest time comes, and the crops are sold, these 
banks redeem their finance paper out of the proceeds of 
the crops. 

A bill is said to be domiciled with the house where it 
is payable, but the expression “‘ domiciled bills ” ordinarily 
refers to those accepted abroad for payment in London. 
Such bills and those accepted by the London agencies of 
foreign houses are not readily received on the market 
owing to the difficulty of recourse in a foreign country in 
case of dishonour and the possible ignorance of local 
factors which may affect the credit of the acceptors from 
time to time. One type of bill there is which is rejected 
at sight. It is the accommodation bill drawn and 
accepted by two associated or connected parties with the 
sole object of raising the wind. 

There is a certain glamour about so prosaic-looking a 
thing as a parcel of bills. The imagination is struck no 
less by the names which, appearing on them, give ragged 
pieces of paper a value of ten thousand times -their weight 
in gold than by the varied cargoes which are often 
mentioned on the faces of the bills drawn against them. 
But the busy bill-broker and banker have little time to 
dwell upon 

argosies of magic sails, 

Pilots of the purple twilight, dropping down with costly bales.” 
They must devote their energies to the hard facts of their 
own business, which will form the subject of next month’s 
article in this series. 
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Scottish Insurance Companies 


By R. H. Mottram 


O revolution on earth can ever have been accom- 
N plished more swiftly and with less notice than that 

which has changed the social and economic life 
of Scotland. How a poor and remote country, divided 
by internal strife, misallied to a wealthy neighbour, 
ever came to occupy the position it does to-day, forms 
one of the most romantic of stories, even in the sordid 
vein of business. The explanation lies in the reaction 
between racial character and climate, modified by one 
of the most effective educational systems ever devised, 
and this has made real the boast of “‘ second to none”’ 
in no domain so visibly as in that of insurance. 

Scotland was not first ih the field. Italy invented 
the policy for marine use. Holland stabilized the idea 
of making a sort of treaty with death, but as for the 
modern corporation to conduct such business, nothing 
was dreamed of even in England, until, during the 
excitements of the South Sea Bubble, the notion of 
floating, on a large scale, the somewhat precarious 
underwriting that was already being done by individuals, 
came to the surface, and all but went out in the disaster 
of 1720. There was more against the project of an 
insurance company than the mere dubiousness of the 
moribund charter, granted for other purposes, under 
which the two early ventures sailed. The under- 
writers opposed them, and all but snuffed them out. 
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What might or might not have happened had the 
opposition been entirely successful, we shall never know, 
for the battle was a drawn one, and the insurance 
office persisted from that day on, side by side with the 
individual insurance broker, to the present day, when 
we see big proprietary or mutual companies able to live 
peaceably beside members of Lloyd’s. 

We shall never know, especially because the business 
of insurance has so ramified. At that date marine 
insurance was more or less recognized, and after the 
burning of London, fire risks forced themselves on the 
attention of the far-sighted. The student can almost 
see the idea germinating, in Pepys, where the diarist 
records the dire straits of a woman who had lost 
seventeen houses, evidently an heiress. But if marine 
risk was sufficiently obvious, and not too difficult of 
calculation, and if fire business became gradually done, 
life experience presented a far more difficult problem. 
Not every ship must sink, nor every house burn, but 
all men must die. And with such varying incidence. 
“The business of insurance as a distinct employment, 
is in itself an innovation, the knowing and wary traders 
themselves being formally the only insurers”’ testified 
the projectors of the first marine corporation. How 
they calculated risks, whether by more than guess-work, 
who shall say. The matter was, in fact, so dubious 
that the House of Commons appointed a Select Com- 
mittee ‘“‘to inquire into and examine the _ several 
subscriptions for fisheries, insurances, annuities for lives, 
etc.” Now, if insurance generally, and life insurance 
in particular, merited inquiry, in London, how much 
more did it in Scotland? London had at least some 
sort of watch to police it, some crude sanitation, if 
only that learned in the Plague. Scotland had none 
of these things. If the Dutch had some rather childish 
calculations as to expectation of life, and the Mercers 
Company in London could only work upon such as 
were found to be so faulty that the Government had 
to be petitioned to extricate them from imminent 
bankruptcy, what was the position of a country still 
liable to civil war, and in which the inhabitants of the 
main street of the capital cast their slops from the 
sixth storey to the cry of ‘‘ Gardy-loo”’ (Gare-a-l’eau). 
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Thus it is not to be wondered at, that while, in London, 
the Amicable Society had been founded in 1706, it was 
not until nearly a hundred years later that the Caledonian 
set up (1805) in Edinburgh, and began the powerful 
tradition of Scottish life insurance. To our notions 
there is something curious in the initiation of an 
entirely new type of financial business during. the 
progress of one of the most considerable wars in which 
these islands have ever engaged, but, in fact, war is 
always a great stimulus, and the French war of that 
date was the first in which Scotland fought whole- 
heartedly with us and not against us. Edinburgh 
was just ceasing to be a walled town of medieval 
appearance clinging about its castle. It is significant 
that, while the older chartered Scottish banks had their 
first offices at the top of the High Street (where, indeed, 
the Bank of Scotland is still situate), the insurance 
offices opened in the spacious dignity of the New Town. 
Further, Edinburgh was still the business metropolis 
rather than Glasgow. Of the sixteen Scottish offices, 
ten still have their head offices there, only three in 
Glasgow, one in Aberdeen, one in Perth, one in London. 
It was a time, in fact, when Scottish brains had no 
need to go south, as Law and Patterson and Coutts 
had gone to find scope for their acumen and organizing 
ability. There was work to be dene at home, for, if 
an outsider may venture the suggestion, the thing 
that had made life insurance the latest form of assurance 
to come into existence, was the difficulty of procuring 
accurate actuarial tables. More than one early attempt 
at forming a fund had come to grief on this obstacle. 
In fact, the application of exact mathematics to the 
subject marks the complete turnover from the old 
promiscuous pious idea of charity, resident always in 
monastic societies, and in early guilds and livery 
companies, along with their patron saints and share 
in medieval life, to the new, independent, deliberate 
forecasting and fending off of chance misfortune. 
Shortly after the inception of the Caledonian, the 
North British and Mercantile, a proprietary office, 
was set up, and in 18x5 the Scottish Widows’ Fund, 
taking its name from a scheme for the relicts of the 
clergy, opened its mutual scheme under distinguished 
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patronage, and with the peculiarity of having already 
issued some few policies. The next institutions date 
from the highly speculative peace era that followed 
Waterloo, the Scottish Union and National in 1824, 
the Standard Life in 1825, and the Scottish Amicable 
in 1826, this being the first office of Glaswegian inception. 
In 1831 the Scottish Equitable Mutual Life Insurance 
Society was founded, and in 1836, another proprietary 
office, the Northern Assurance Co., Ltd., at Aberdeen. 
In 1837 came the Scottish Provident, and 1838 the Life 
Association of Scotland. The movement was _ thus 
set on foot in the full tide of Victorian prosperity. 
Nearly forty years elapsed to the foundation of the 
Scottish Metropolitan. Then, in 1877, came the Scottish 
Insurance Corporation, allied since 1919 with the Scottish 
Amicable. In 1881 the Scottish Life Assurance Co. 
Ltd. was floated, and 1883 the Scottish Temperance 
and General at Glasgow. In 1885 the General Accident 
of Perth followed, and in Ig19, a sign of the times, the 
Scottish Automobile and General at Glasgow. The amal- 
gamation principle has obtained largely among the group, 
as can be seen by the fact that the North British and 
Mercantile has absorbed seven other businesses, of 
which the Railway Passengers’ still acts under its own 
name. The Scottish Metropolitan has acquired four 
others, the Scottish Union has Glasgow, Laricashire and 
Yorkshire connections, and the old Hercules office in 
Edinburgh. The Northern and Standard Companies 
have both wide ramifications, some of which date 
back more than half a century, but which naturally 
belong for the most part to the recent years of rapid 
progress and consolidation of resources. 

Such is the tale. One may wonder what Prince 
Charlie or any of his forbears would have thought of 
it, or how they would have recognized the semi-feudal, 
distracted kingdom they left, in the flourishing cities, 
housing great financial institutions, that now exist 
north of the Tweed. 
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British Ships as a Banking 
Security. II 
By P. D. Willcock 


OWNERSHIP, SALE AND PURCHASE OF SHIPS 


The legal ownership of every registered British ship 
is treated as consisting of 64 shares, the title to each 
being considered as distinct and indivisible, but the 
whole 64 shares may, of course, belong to a single owner 
(Merchant Shipping Act, 1894, Section 5). The owner- 
ship in a British ship or share therein may be acquired 
by transfer from a person entitled to transfer, by trans- 
mission or by building. The ownership is a question 
of fact and does not depend upon registration of title. 
Whether registered or unregistered, the person in whom 
ownership, in fact, vests is regarded in law as the owner, if 
registered, as the legal owner; if unregistered, as the 
beneficial owner. Every ship must, however, unless 
specially exempted, be registered, and no ship required 
to be registered, which is left unregistered, will be recog- 
nized as or enjoy the privileges of a British ship. A 
question which frequently perplexes the banker is as to 
whether the particular craft over which he is asked to 
accept a mortgage by way of security is deemed to be 
a ship the title to which should be found on the ship’s 
registry, in which case transfers and mortgages can be 
effected only by bills of sale and mortgages in the pre- 
scribed form duly registered at the port of registry. 
The word “ship” is defined by the Act of 1894 as 
“including every description of vessel now in navigation, 
not propelled with oars.’’ The following types of vessels 
have been held to be ships :— 

A sea-going steel hopper barge fitted-with a rudder 
but without means of propulsion. 

A motor boat which plied for hire between two points 
on a tidal river 14 miles apart. 

A fishing coble of 10 tons burthen, 24 feet long, decked 
forward only, and with movable masts and sails. 

A barge used for dredging purposes without means of 
propulsion. 
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A barge constructed with two short masts fitted as 
derricks, with gaffs for discharging cargo and carrying 
small triangular sails and a jib to enable her to run before 
the wind, but otherwise incapable of navigation as a 
sailing vessel. 

The following, however, have been held not to be 
ships :— 

An electric launch used for public pleasure on a small 
artificial lake. 

A vessel, newly launched, whose engine, boilers and 
machinery had not yet been fitted. 

A dumb barge. 

A gas float moored as a beacon. 

A vessel previously registered as a ship but which 
for four years had been used as a coal hulk. 

It would therefore appear that the word ship means 
a vessel capable of navigation and used for the carriage 
of cargo or passengers. 

Where the security offered relates to ships built in 
England to be delivered to a foreigner at a foreign port, 
no registration is required although the ships are British 
owned. Thus, in Union Bank of London v. Lenanton, 
1878, 3c P.D. 243, a ship had been built by a British 
builder to the order of a foreigner, and delivery was to be 
made at a foreign port. After completion, but before 
delivery, the builder assigned the ship, by an assignment 
which was never registered, to the Union Bank of London 
to secure advances. On a question as to whether this 
assignment passed the legal property in the ship the 
court held that the ship was never intended to be a British 
ship, and was therefore not one to which the Act was 
meant to apply, and that the assignment was therefore 
effective as passing the legal property in her to the Bank. 


TRANSFER OF UNREGISTERED SHIPS 


A ship, whether registered or not, is not like an 
ordinary chattel, and does not pass by delivery. Mere 
possession does not prove title to it, for the reason that 
there is no market ouvert for the sale of ships. 

Consequently title can only be shown by written 
documents. From this it follows that British ships 
that do not require registration are transferred by any 
document purporting to pass the ownership. Such a 
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document need not be a bill of sale, and does not require 
registering under the Merchant Shipping Act, 1894, or 
the Bills of Sale Act, 1878. 


SuHips EXEMPT FROM REGISTRATION 


The following British ships are by statute exempt 
from liability to register :— 

(a) Ships not exceeding 15 tons burthen employed 
solely in navigation on the rivers or coasts of the United 
Kingdom or of some British Possession within which 
their owners reside. 

(b) Ships not exceeding 30 tons burthen, and not 
having a whole or fixed deck, employed solely in fishing 
or trading coastwise on the coasts of Newfoundland or 
in the Gulf of St. Lawrence. 

(c) Ships belonging to the Crown. 


PERSONS QUALIFIED TO OWN A BRITISH SHIP 


The legal or equitable interest in a British ship or a 
share therein can only be owned by natural born and 
naturalized British subjects, and corporations and com- 
panies established within and whose principal place of 
business is within the British Dominions. If an un- 
qualified person acquires, otherwise than by transmission 
on the death or bankruptcy of a registered owner, or by 
operation of law, any interest, either legal or equitable, 
in a ship using a British flag, and assuming the British 
character, that interest is subject to forfeiture. (Merchant 
Shipping Act, Section 71.) 


REGISTRATION OF OWNERSHIP 


The legal owner of every British ship which requires 
registration, or any share therein, must be registered as 
such, and every transfer by statutory bill of sale must 
similarly be registered. Further, a ship required to be 
registered may be detained until the master produces a 
certificate of registration. No notice of any trust, 
expressed, implied or constructive, may be entered in 
the register book, and, subject to any rights and powers 
appearing by the register to be vested in any other 
person, a registered owner has absolute power to deal 
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with a ship or share and to give effectual receipts in 
respect thereof. Subject to these provisions, persons 
claiming under or through a registered owner, provided 
they are qualified to be owners of British ships, may 
acquire and enforce a beneficial interest in respect of a 
ship as in respect of any other personal property. 


First REGISTRATION 


To state the matter briefly, every British-owned ship 
exceeding fifteen tons burden must be registered, and 
ships under that tonnage may be registered if the owner 
so desires; and now by Section 1 of the Merchant Shipping 
Act, 1921, the provisions of the Act of 1894 as to registry 
of ships are extended to every description of lighter, 
barge, or like vessel used in navigation in Great Britain, 
however propelled, except such vessels as are used 
exclusively in non-tidal waters other than harbours. 
Application has to be made to the registrar of the port 
at which the ship is to be registered, and the owners are 
required to make a declaration of title and of their right 
to own a British ship, and to forward the builder’s 
certificate or other documents of title. Before regis- 
tration, every ship must be surveyed by a Surveyor of 
Ships, an official who is appointed and controlled by the 
Board of Trade. After survey the surveyor will grant 
a certificate specifying the tonnage and build of the ship 
and any other particulars required at the time by the 
Board of Trade. This certificate must, before regis- 
tration, be delivered to the registrar. The application 
for registry must be made by the person or persons 
requiring to be registered as owners, or by their agents 
duly authorized in writing, or, in the case of a corporation, 
by its agents appointed under seal. On the completion 
of the registry, the registrar grants a certificate of registry 
comprising the particulars respecting her entered in the 
register book, and the ship is then entitled to be registered 
as a British ship. The procedure indicated thus far 
will have entailed the use of three of the following forms 
used in the registration of a ship prescribed by the Com- 
missioners of Customs under the powers of section 65 
of the Merchant Shipping Act, 1894, and they can be 
obtained from the Custom’s authorities at a nominal 
charge. 
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Form No. 1. Certificate of survey. 

» z. Declaration of ownership by individual 
resident or non-resident owner or 
transferee, being a  natural-born 
subject. 

i 3. Declaration of ownership by individual 
owner or transferee resident in- His 
Majesty’s dominions. 

4. Declaration of ownership by individual 
owner or transferee not resident in 
His Majesty’s dominions. 

5. Declaration of joint-owners or trans- 
ferees attending together—resident 
or non-resident natural-born subjects. 

6. Declaration by a joint owner or trans- 
feree, being a natural-born subject. 

1 7. Declaration of ownership (special cases). 

” 8. Declaration of ownership on behalf of a 
body corporate. 

g. Certificate of British registry. 


LIMITED COMPANIES 


It should be added that where application is made 
by a limited company or corporation, and such corporate 
body has not previously been registered as the owner of 
a British ship, then the certificate of incorporation of 
such company has to be exhibited to the registrar. In 
cases where this point has been overlooked, delay and 
inconvenience can sometimes be avoided by arranging 
for the certificate to be exhibited to the registrar of the 
port of registry nearest the company’s place of business. 
That registrar will then certify that the certificate has 
been exhibited to him, either by writing a certificate 
to that effect upon the declaration of ownership, or, 
when requested to do so, will write a letter to the registry 
to which application is being made, certifying that the 
certificate of incorporation has been exhibited to him. 
This course may often be found convenient in cases where 
a company desires to avoid having to send its certificate 
of incorporation to a distant port of registry. A limited 
company is also required to lodge along with the other 
documents connected with the registration a short 
document executed under the common seal of the com- 
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pany known as an appointment of a public officer. This 
document simply states that the person named therein 
is authorized to make and sign all declarations of owner- 
ship or otherwise for and on behalf of the said company 
as required under the provisions of the Merchant Shipping 
Act. It is the public officer who will sign the declaration 
of ownership where the ship is owned by a limited 
company. There is one other short but important 
document required wherever a ship is owned either by a 
limited company or by several individual owners, namely 
the ‘‘Memorandum as to registration of managing 
owners.”” This memorandum as to registration of man- 
aging owners should, where the ship is owned by a 
limited company, be signed by the same person as the 
Declaration of Ownership, that is to say, the Public 
Officer; and the Declaration of Ownership should be 
executed in the presence of either a justice of the peace 
or a commissioner for oaths. The managing owner, 
manager or ship’s husband is appointed to carry on the 
business of a ship. He bears the authority of the owners, 
and acts as their general agent to do all the ordinary 
business of the ship, thus, usually, he is empowered to 
make any such contracts for carrying goods in a ship, or 
for letting her, as are consistent with her ordinary 
employment; and to do what else may be necessary to 
enable a ship to prosecute her voyage and earn freight. 
And the contracts so made are generally binding on all 
the part owners personally. 

Lastly, when taking the mortgage or charge on a 
ship or any share in a ship the new provision inserted in 
Section 79 of the Company’s Consolidation Act, 1929, 
should be borne in mind. It is provided by section 
79 (2) (L) that any mortgage or charge on a ship or any 
share in a ship must be registered with the Registrar of 
Joint Stock Companies at Somerset House. Moreover, 
this provision is by Section 91 made retrospective, and 
such charges created before the commencement of the 
new Act have to be registered within six months from 
November I, 1929. 
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International Banking Review 


UNITED STATES 


HE shareholders of the Chase National Bank 
and the Equitable Trust Company have approved 
the terms of the amalgamation between the 

two banks, in virtue of which the world’s largest banking 
institution will soon be created. It is rumoured that 
negotiations are in progress for other fusions, as there 
are at least two institutions which are determined 
to put up a fight for the supremacy. According to 
unconfirmed reports, arrangements are being prepared 
for the fusion of the Guaranty Trust Co., Bankers 
Trust Co. and New York Trust Co. Should it materialize, 
the institution thus to be created would surpass even 
the new Chase National Bank. As the three banks 
are controlled by the Morgan interest there is nothing 
to prevent the transaction if it is in accordance with 
the desires of the controlling group. There is also some 
talk about the possibility of negotiations being resumed 
between the National City Bank and the Corn Exchange 
National Bank to carry through the transaction which 
was arranged previous to the slump, and which was 
subsequently cancelled. The name of the Irving Trust 
is also mentioned as being possibly the party to another 
amalgamation. 

It seems probable that, before very long, New York will 
have its ‘‘ big four” or “ big five,”’ though their position 
would not be comparable with those of our leading 
banks, owing to the existence of very strong institutions 
in other American centres. As the process of amalga- 
mation is making progress also in those centres, their 
leading banks are expanding on the same scale as those 
of New York. . 


FRANCE 


The publication of the balance sheets of French 
banks—both banques de depot and banques d’affaires— 
confirms the unprecedented prosperity the banks enjoyed 
during last year. There was a record expansion in 
almost every respect. To give only one example, the 
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capital and reserves of the four leading banques d’ affaires 
(Banque de Paris et des Pays Bas, Banque de 1’Union 
Parisienne, Credit Mobilier and Banque Transatlantique) 
show an increase from 795 millions in 1928 to 1,128 
millions in 1929. Their combined holdings of securities 
and participations increased from 694 millions to 954 
millions. 

The expansion of commercial banks was equally 
spectacular. Their profits, deposits and other items 
showed considerable increases. The following figures 
compare the net earnings of the leading banks for 1929 
with those of the previous year :— 

1929. 1928. 
(In thousands of francs.) 


Société Générale .. - i a 70,755 52,413 
Comptoir National d’ Escompte - ‘ss a 72,203 47,089 
Banque Nationale de Credit .. - oa 42,786 39,490 
Credit Commercial de France .. on vi 39,991 29,293 
Banque de Paris et des Pays Bas ‘Ss e 69,021 43,907 
Banque de l'Union Parisienne .. a i 33,003 25,589 
Credit Foncier de France. . Les ak = 100,682 88,097 
Banque Oustric .. ok _ ia 32,987 26,625 
Banque des Pays du Nord “ ta v 13,030 12,610 
Banque Privée... - 8,550 8,438 
Banque Industrielle de l'Afrique du Nord od 4,172 3,320 
Banque Francaise du Maroc... a 3,369 2,264 


Although the margin between loan rates and deposit 
rates had declined considerably, the decline of profits 
on that account is more or less counteracted by the 
increase of profits arising from issuing activity. During 
the first few months of this year, there was a plethora 
of mortgage bond and industrial issues, and it is 
expected that the next few months will witness an 
increase in the issue of foreign loans. 

There is willingness on the part of French banking 
interests to co-operate with London as regards taking 
participations reciprocally in credits granted to customers. 
The difficulty is that French banks are very slow in 
arriving at a decision. While the practice in London 
is that the management is authorized to act on its own 
responsibility up to a considerable amount, in France 
even transactions of small amounts have to be submitted 
to the approval of the board of directors. Moreover, 
French banks are anxious not to commit themselves 
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in any particular direction to a great extent, while 
London banks do not wish to divide up the amount 
into too small portions. 


GERMANY 


The process of amalgamation between German banks 
is making further progress, though since the fusion 
of the Deutsche Bank and the Disconto-Gesellschaft no 
spectacular transaction has been concluded. On the 
other hand, both Deutsche Bank-Disconto-Gesellschaft 
and Dresdner bank have made arrangements recently 
to absorb several provincial private banks of standing. 
The former absorbed the Kassel banking firm L. Pfeiffer, 
the 200-year old Stuttgart banking firm Doertenbach 
& Cie., and the Krefeld banking firm J. Franck & Cie. 
The Dresdner Bank has absorbed the Brandenburger 
Bankverein, Brandenburg. The Thuringische Staats- 
bank is absorbing the Jena banking firm Koch A.G., 
which is about 150 years old. The same bank has 
absorbed recently the Bankfirma G. H. Hauseisen, 
Langewissen, and the leading private bank of Thuringen, 
Gebr. Goldschmidt, Gotha. The Dresdner Handelsbank 
will absord the Kredit und Depositenbank fur Sachsen. 
Further amalgamations of the same kind are expected 
to be arranged in the course of this year. 

On the whole, the earnings of German banks during 
1929 compared unfavourably with those of the previous 
year. In view of the trade depression, this was generally 
anticipated, and it is regarded as satisfactory in the 
circumstances that most banks were in a position to 
maintain their dividend at the previous year’s figure. 

In accordance with the provisions of the Hague 
Agreements, arrangements have been made for the 
restoration of the full gold exchange standard in 
Germany. The change, consisting in the application of 
Article 31 of the statutes of the Reichsbank which 
has hitherto been suspended, required no legislative 
measures, only the decision of the board of directors 
and of the general council. There will be little actual 
difference, as even up to now the exchange was kept 
within the gold points by the Reichsbank which plays 
a most active part in the German foreign exchange 
market. Moreover, whenever the exchange depreciated 
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the Reichsbank always sold some of its gold holding, 
even though legally it was not obliged to do so. It 
is believed that for some time the Reichsbank will avail 
itself of the option of converting its notes into foreign 
exchanges instead of gold, and will replenish its supply 
of foreign exchanges by means of selling part of its 
gold direct to foreign central banks, as in the past. 


ITALY 


The accounts of the leading Italian banks for 1929 
show practically no change in the amount of their 
net profits as compared with 1928. The Credito Italiano 
and the Banco Nazionale di Credito showed an increase 
of nearly one million lira each, while the net profits 
of the Istituto Italiano di Credito Marittimo were 
slightly lower. Deposits held by banks remained prac- 
tically stationary during the past year, after their 
rapid rise following the stabilization of the lira. Savings 
banks’ deposits increased from 13-9 milliards at the 
end of 1927 to 15:6 milliards at the end of 1928, and 
to 16-4 milliards at the end of 1929. During the 
same period, deposits with the Post Office Savings 
Bank rose from 10-1 milliards to 10-8 milliards and 
11-4 milliards respectively. 

The rate of interest paid by the Bank of Italy on 
current account balances has been fixed as follows: 
One per cent. to private individuals, 14 per cent. to 
firms and private corporations, and two per cent. to 
banks and public utility corporations. The net profits 
of the Bank of Italy for 1929 amounted to 73,794,732 
lire; its dividend has been fixed at 60 lire. 

Following the conclusion of the agreement for the 
amalgamation between the Credito Italiano and the 
Banco Nazionale di Credito, rumours were in circulation 
as to other impending amalgamations. It was stated 
that negotiations for the amalgamation of the Banco 
di Roma with the Banco di Napoli reached an advanced 
stage. These rumours were categorically denied in 
interested quarters. In fact, it would be difficult to 
find a formula to amalgamate a commercial bank and 
joint-stock company with an agricultural credit bank 
whose capital consists of a trust fund. It was also 
rumoured that the Banco di Roma would amalgamate 
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with the Istituto Italiano di Credito Marittimo, but 
no arrangement has been concluded. 

The net profits of the Banco di Napoli amounted 
to 60,337,000 lire against 50,124,000 lire for 1928. An 
amount of 48,480,000 lire was added to the reserve 
fund, which has now reached the figure of 1,341 millions. 


BELGIUM 


On June 1, Belgium will repay in New York the 
7% per cent. loan of 1920, the outstanding amount of 
which is about $32,500,000. Owing to the large balances 
held abroad by the National Bank of Belgium, it has 
been possible to arrange this important transfer without 
any influence on the exchange position of the belga. 
In connection with recent gold purchases, it is opportune 
to point out that the export of gold from Belgium is 
free, but the National Bank is not under legal obligation 
to buy gold at a fixed price. The bank at present 
holds about 40 per cent. of its reserves in gold and 
20 per cent. in foreign currencies, Whether it will 
convert its foreign exchange reserve into gold is an 
open question, but it is certain that recent gold purchases 
in London and Paris were not in pursuance of that aim. 
They were made in connecticn with the impending 
reimbursement operation. The bank released gold ear- 
marked in New York, and replaced it by gold bought 
in Paris and London, thereby saving the cost of re- 
patriating its gold in New York. 

Conditions have been somewhat tighter lately in 
the Belgian Money Market, and banks are prepared 
to pay comparatively high rates on fixed deposits. As 
a result, considerable French funds are believed to 
have been transferred from London to Brussels. 


HOLLAND 


The results of the Dutch banks showed little change 
as compared with 1928. Although gross profits of 
the Rotterdamsche Bankvereeniging increased from 
12,897,000 guilder to 19,273,000 guilder, expenses simul- 
taneously increased from 5,385,000 guilder to 9,271,000 
guilder, and an amount of 7,061,000 guilder has been 
written off as compared with 4,665,000 guilder in the 
previous year. The dividend remains unchanged at 
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5 per cent. The net profits of the Internationale Bank 
te Amsterdam remained practically unchanged at 
2,266,000 guilder, and the dividend remains 6 per cent. 
The N. V. Hugo Kaufmann & Co.’s Bank, Amsterdam, 
which is affiliated with the Commerzund Privatbank, 
earned a net profit of 488,000 guilder, against 504,000 
guilder for 1928. 

A new bank was established at The Hague under 
the name of N. V. Bax Bank, with a capital of 500,000 
guilder. It is affiliated with N. V. Arnold Glissen’s 
Bank, Amsterdam. 

SWITZERLAND 

Swiss banks, on the whole, continued their slow 
progress during the past year. Their net earnings 
show a moderate increase, and the figures of their balance 
sheets also show an upward trend. In some cases, 
the increase was due to capital augmentations carried 
out during the past year. In view of the low margin of 
interest that prevailed in the country throughout the 
year, and of the absence of foreign issuing activity, the 
results may be regarded as satisfactory. 


CZECHOSLOVAKIA 


The arrangements for the fusion of the Anglo- 
Czechoslovakian Bank, the Prager Creditbank and the 
Bohmische Commerzialbank have now been completed. 
The new bank’s name will be Anglo-Czechoslovakian 
Credit Bank, and its capital will amount to 235,000,000 
crowns. The Finance Minister, Dr. Englis, stated that, 
apart from the technical advantages of the amalgama- 
tion, it will provide better facilities for establishing 
foreign connections. The Government is participating 
in the share capital of the new bank, and will also keep 
a considerable deposit with it, on the condition that 
the bank, in turn, will keep its reserve with the National 
Bank. The Government’s shares will be paid by the 
interest on the Government’s deposit. 


AUSTRIA 
The Wiener Bankverein reduced its dividend to 
5 per cent., as compared with 7} per cent. for 1928 
and g per cent. for 1927 and 1926. Its net earnings 
declined from 5,932,000 schillings in 1927 to 4,937,000 
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schillings in 1928 and to 2,750,000 schillings in 1929. 
No addition has been made to the reserve funds, in 
view of the fact that the reserves amount to over half 
the share capital. At the same time, it is announced 
that the international banking group, including the 
Deutsche Bank und Disconto-Gesellschaft, the Société 
Générale de Belgique and the Basler Handelsbank, 
increased its participation in the bank’s share capital 
to about 40 to 50 per cent. It is believed that about 
two-thirds of the bank’s share capital are held abroad. 
The decline of the profit is due to the general un- 
favourable business conditions, and the bank’s decision 
to face realities is generally well received. 


SPAIN 


The net profits of the Banco Hispano-Americano 
amounted to 18,560,000 pesetas for 1929, against 
17,489,000 pesetas for 1928. The dividend remains 
unchanged at Io per cent. An extraordinary meeting 
of shareholders has decided to raise the bank’s capital 
from 100 millions to 200 millions. The Banco de 
Bilbao earned a net profit of 19,076,000 pesetas in 1929, 
a slight decrease as compared with 1928. Its dividend 
is 20 per cent. as in the previous year. The Banco 
Urquijo’s net profits for 1929 amounted to 11,049,000 
pesetas, as against 11,455,000 pesetas for 1928. Its 
dividend remained 9g per cent. 


PORTUGAL 

The gross profits of the Banco Nacional Ultramarino 
amounted to 87,777,000 escudos for 1929, while its net 
profits amounted to 19,539,000 escudos. The dividend 
remains at 22 per cent. 

The balance sheet of the Banco Pinto & Sotto 
Mayor shows some remarkable changes. Discounts in- 
creased from 43 millions to 65 millions, while acceptance 
credits and guarantees declined from 28 millions to 
20 millions. Sight deposits increased by 6 millions 
and time deposits by 11 millions. 


NORWAY 


The net profits of the Nordlands Privatbank for 
1929 amounted to 443,000 kroner. No dividend was 
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paid. The Harstad og Oplands Bank A/S, Harstad, 
commenced operations on March 31 last. The dividend 
paid by the Klaveness Bank A/S, in liquidation, to its 
creditors amounted to 40 per cent. The Privatbanken 
i Flekkefjord (under public administration) will be 
able to pay its creditors in full. 


ROUMANIA 


The net profits of the Banca Marmorosch Blank 
& Co. amounted to 56 million lei, and the dividend 
was maintained at 100 lei per share. The Banca 
Moldova increased its net profits from 25,668,000 lei 
to 30,275,000 lei, while the net earnings of the Banca 
de Credit Roman advanced from 66 millions to 108 
millions. Its rate of dividend remained unchanged, 
although the share capital was doubled last year. 


BULGARIA 


The net profits of the Banque Agricole de Bulgarie 
for 1929 amounted to 99,810,000 leva. The bank’s 
activity increased considerably during the past year. 
The Banque de Vidine, the Banque de Credit de Vidine, 
and the Banque de Belgradtchik have amalgamated 
under the name of Banque Generale de Vidine, as from 
April I. j 

GREECE 

The net profits of the Banque d’Orient declined by 
434,000 drachmas to 10,879,000 drachmas. It has been 
decided to increase the bank’s capital from 35 millions 
to 50 millions. The Bank of Athens has decided to 
reduce the dividend from 50 drachmas to 45 drachmas, 
owing to the general unfavourable conditions in the 
country. 

YUGOSLAVIA 

The general director of the National Bank of the 
Kingdom of Serbs, Croats and Slovenes, M. Novakivitch, 
resigned his post, it is alleged, for reasons of health. 
His successor is M. Miroslav Kulmer. 

During the first six months of its activity, the 
Privileged Agrarian Bank advanced to agriculture nearly 
250 million dinars. Up to now only 400 millions of 
its capital of 700 millions have been paid up. 
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TURKEY 

The planned new bank of issue will have a share 
capital of £T.25,000,000, consisting of four categories of 
shares, namely :—A shares, reserved for the Government ; 
B shares, for Turkish banks; C shares, for the Turkish 
public; D shares, for foreign banks. The bank’s name 
will be Central Bank of the Republic of Turkey. 

The net profits of the Banque d’Affaires de Turquie 
for 1929 amounted to {T.1,807,000, against {T.1,362,000 
for 1928. The dividend has been reduced from 15 
per cent. to 12 per cent. 


PERU 
The Banco de Peru y Londres earned a net profit 
of £P.115,000 in 1929, as against £P.66,000 in 1928. 
A dividend of 12 per cent. has been declared. £P.14,000 
has been added to the reserves, and £P.83,000 has been 
carried forward. 
APAN 
The net profits of the Bank of Taiwan during the 
second half of 1929 amounted to 503,000 yen, from 
which the loss of 489,000 yen brought forward from 
the first half of the year has been written off. The 
balance sheet shows deposits of 245 millions, and 
discounts and loans of 281 millions. The Sumitomo 
Bank earned a net profit of 2,909,000 yen during the 
second half of the year. 


The Revival of Inflation in the 
United States 


By H. Parker Willis 


HERE was very general agreement at the time of 

| the panic of 1929 that the most significant, indeed 
the outstanding, question raised by it was whether 

or not it would bring about a reconsideration of American 
banking and financial policy. During the first three 
months after the events of the autumn there was no answer 
to this question, and probably could not be. It was a 
matter which took time for ascertainment—time to be 
spent in discussing and reconciling policies and in reaching 
general agreement as to the course of action to be followed 
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by the Government. It was also desirable that the 
principal bankers and industrialists should have an 
opportunity to establish a consensus of opinion on the 
whole situation, and to announce their proposed process 
of action accordingly. 

The close of the first three months of 1930 has furnished 
a fairly definite reply to a good many queries of detail 
which have thus presented themselves, and a synthesis 
of these responses makes it possible to give a partial 
answer to the large general issue that had been put 
forward. This answer is in substance that the govern- 
mental and commercial leadership of the United States is 
fairly well united in the belief that the general régime 
which existed prior to the panic, ought to be substantially 
restored and continued. That does not necessarily mean 
an endorsement of the less desirable features of policies 
then followed, but does mean the belief that, in the large 
sense of the term, the trend in industry and finance which 
had then become well marked is regarded as worthy of 
continuance. That trend on the whole was toward the 
consolidation of both business and banking in much fewer 
hands, the expansion of the program of financing trade 
through stock market and investment market operations 
rather than through direct bank loans, and the develop- 
ment of values for investment securities upon a high level, 
continued practically without reference to the older ideas 
as to relationships between prices and earnings. The 
Administration, in most of what it has said from the 
beginning, had apparently committed itself to this idea 
of trying to restore pre-panic conditions. Not a few 
business men and bankers doubted the wisdom of such a 
decision for a good while, but present indications suggest 
that even the more reluctant are inclining toward the 
acceptance of this same philosophy of trade and finance, 
and are abandoning their scruples with respect to it, 
notwithstanding that the latter had for a time been so 
greatly intensified by the events of the autumn. 

Naturally, the most striking confirmation of this 
restoration of the older inflationist philosophy is afforded 
by banking policy. The steady decline in the discount rate, 
and the anticipatory cuts of the acceptance charge, 
initiated a good many weeks ago, have been long enough 
maintained and sufficiently positively defended to make 
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plain the fact that the Reserve authorities do not fear 
the consequences of the methods which they had developed 
prior to the panic. Perhaps it is rather more accurate to 
say that the majority party in the Reserve System has no 
such fear, or at all events is not sufficiently fearful of 
such consequences as to refrain from returning to the plan 
of credit inflation and the circle of results that invariably 
follows therefrom. The effort has obviously been made 
at nearly all Reserve Banks, within the past two months, 
to shape matters in such a way that the public would be 
helped, if not induced, to resume operations in the stock 
market, and also that investment houses should be placed 
in a position to resume the flotation of large issues of 
securities, which, if not sold, might be carried on borrowed 
capital by their issuers through the use of funds obtained 
from banks, which in turn would re-supply themselves 
by discounting at Reserve Banks. The adoption of this 
point of view is quite strongly borne out by the testimony 
that has been currently developed by the Banking and 
Currency Committee of the House of Representatives 
which has been questioning various officials, and it is 
reflected in the tone adopted by various of the Reserve 
Banks which have recently made public the results of their 
1929 operations. A general reading of these documents, 
along with the utterances of President Hoover and of his 
Business Survey Committee, as well as of the official 
outgivings of the Federal Reserve Board, appears to 
furnish convincing evidence that there has been no 
change whatever of front, but that the officials consider 
themselves warranted in repeating the policy of 1928- 
1929, and in refusing to believe that it was a causative 
factor in the breakdown. 

Along with this general inflationary point of view 
there has gone, for the past few years, the very general 
adoption of the thought that the maintenance of prices 
or the development of a condition in which prices would 
advance slowly or perhaps at a fairly rapid rate, was 
necessary to really prosperous business. In various 
administrative utterances, the expression has been used 
from time to time that the absence of price recessions 
was an indication of sound condition. As a matter of 
fact, price recession had been pretty general in a large 
range of commodities, before the panic came on, even 
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though not very much was said on the subject. Agricul- 
tural products internationally traded in seemed inclined 
to soften, while raw materials, like rubber, had in some 
cases undergone great shrinkage. This was also true of 
important foodstuffs such as sugar. One of the decisive 
effects of the panic was the intensification of these price 
declines, and the substantial broadening of their scope in 
the raw material field, with some disposition for the price 
decline to spread over into manufactured goods. Through- 
out the panic period from beginning to end, such price 
declines have been viewed with utmost anxiety, both in 
Washington and in New York, and there has been vigorous 
effort to stop them. This effort has in some cases taken 
a positive form, as through the appropriation of an 
additional $150,000,000 by Congress for the purpose of 
enabling the Farm Board to operate in grain and cotton 
“futures.” In other cases it has been negative, as 
reflected in the disposition to withhold the policy of 
proceeding against price-fixing organizations which had 
been announced last autumn by the Attorney-General 
in an address before the American Bar Association. It 
has been quite noticeable that in recent weeks, there was 
a strong disposition to refrain from any interference 
with organizations that were really showing ability to 
maintain prices in the face of the general recession that 
had set in. The fact that price declines have of late 
apparently been arrested has been received with no little 
enthusiasm, both by political and business leaders, as 
being a very hopeful and encouraging symptom. More- 
over the supposed necessity of preventing prices from 
moving further downward has been widely accepted by 
many economists, as affording an apology, and perhaps 
a good reason, for credit expansion. 

During the three years which preceded the panic, one 
of the factors which contributed very greatly to stock 
market inflation was the so-called merger movement in 
industry. Combinations of enterprises were constantly 
being made with corresponding changes in capital 
structure. Along with this merger movement went so- 
called “‘ split-ups ’’ and the issue of “‘ rights,” authorizing 
the recipient to subscribe to new shares at a price 
supposedly below current market value. The effect of all 
this was to lead buyers of securities to purchase, with the 






INFLATIONIN UNITEDSTATES 199 





idea that there would be extra or exceptional distributions 
which would take the form of “ split-ups,” “‘ rights ’’ and 
so forth, so that he would profit, additionally to his 
regular rate of dividend, by a series of so-called “‘ melons.” 
This policy had two effects that are of importance from 
the present standpoint. The first was that of main- 
taining an unnatural attitude on the part of the public 
toward the stock market, based on the belief that almost 
any large corporation was capable of indefinite expansion. 
Indeed, this point of view was baldly expressed in a good 
many quarters where it took the form of assertion that 
in the United States there was practically no limit to the 
growth of, say, the public utility industry. The other 
effect of the system was to bring about an enormously 
expanded capital structure which led to two or three 
distinctly bad results. One was the tendency to over- 
production, or at all events to the expansion of plant 
capacity beyond ordinary requirements. A second was 
the placing of large sums of money in the hands of 
corporations which could not, or at any rate did not, use 
them for industrial purposes, but either employed them 
for market speculation or in the call loan field. The third 
was the establishment of an undue degree of independence 
on the part of corporations towards the banks, so that the 
regulation power over investments which has been rightly 
esteemed one of the principal banking services of a weil 
organized system was very largely lost. There was a 
temporary suspension of this process of corporate capital 
replacement for a few weeks after the panic, but it was 
speedily resumed, and since the opening of March of this 
year has again assumed very large proportions, so that 
to-day it represents about the same sort of menace to the 
stability as it did a year ago. 

In company with this tendency towards the merging 
of business enterprise in unnecessarily large units, funda- 
mentally for stock market jobbing purposes, has gone the 
tendency to bring about merged control of banking either 
through what is called “‘ group ” or “ chain ” organization. 
This process of centralization had gone so far last autumn 
that the American Bankers Association estimated the 
total of institutions controlled in this way as about 
1,800, while the Federal Reserve Board, in an independent 
investigation relating to a rather different date, recog- 
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nized between 1,500 and 1,600. These results roughly 
corroborated each other, when allowance is made for the 
fact that they were not exactly identical in time. Within 
the recent past, this tendency, temporarily in abeyance, 
has again shown itself, the most notable example of it 
being seen in the Chase-Equitable merger in New York 
as well as in other combinations planned in the same city, 
while local illustrations of a like sort are furnished at 
interior points throughout the country. The bank merger 
movement is parallel to the industrial merger develop- 
ment and has originated, for very similar reasons, not a 
small element in the motive power which supports it 
being furnished by the possibility of market profits in 
bank stocks. On the other hand, the bank merger 
movement has special dangers of its own. Among them 
is to be included the difficulty experienced by large 
banking combinations in obtaining (without branch 
banking outlets) the business that is necessary to keep 
their funds well occupied. Consequently banks tend 
to be driven more and more into industrial and stock 
market operations, either directly or through their security 
companies. There can be no reasonable question that 
the bank merger movement, coinciding with and sustain- 
ing the continued development of industrial mergers, 
is proving a very powerful influence in bringing back 
the old inflationary tendency whose outgrowth in one 
particular was furnished by the panic of 1929. 

It is worth while to take note in this connection of 
the steadily increasing ratio of failures, particularly 
among small businesses, and of the growth in number of 
enterprises that make income tax returns showing “ no 
net incomes subject to taxation.”” The total number of 
commercial failures for 1929 was probably about 23,000, 
and the number of banking failures in the neighbourhood 
of 600 (reconciling so far as possible the various estimates). 
Both are very large figures when it is remembered that 
the greater part of 1929 was a period of alleged pros- 
perity. The resumption of failures, both industrial and 
banking, on a still higher scale in 1930 is symptomatic 
of the continuation of the older conditions. At the same 
time, the maintenance of the ratio of corporate enter- 
prises reporting no net income subject to taxation at a 
figure between 40 and 50 per cent. of the total reporting 
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is certainly rather suggestive, especially when it is recalled 
that there has been very great growth in this ratio during 
the past five years. These failures—continuing as they 
have over a series of years—are symptomatic of. the 
changing organization of American business and banking 
in which the “small man”’ has so much difficulty in 
maintaining himself in competition with the larger enter- 
prise. Apart from this, however, the figures are indicative 
of the peculiarly severe conditions to which the small 
undertaking is subject as the result of the inflationary 
factors already referred to. They reflect a condition in 
which access to capital is relatively easy and cheap for 
the large concern, while relatively costly and difficult for 
the small ones. 

This latter consideration, in fact, calls attention to the 
borrowing conditions which have been created as a result 
of the panic and of the situation by which it was 
preceded. During the years subsequent to 1927, the 
cost of obtaining commercial accommodation had, taking 
the country as a whole, increased probably by about one 
half. Cost of getting money for building had also gone 
up considerably. It is estimated by a competent banker 
that, at the present time, in the interior of the United 
States, the getting of money upon first mortgage for the 
purpose of constructing dwelling houses probably costs 
(including nominal interest, bonuses, insurance and other 
items) about g per cent. These great costs for actual 
capital used by relatively small borrowers are not normal, 
but accompany the great rise in the call loan rate which 
just before the panic had gone to 10 to 15 percent. Since 
the panic there has, as is well known, been a steady 
reduction of rates of discount, but this reduction has not 
brought with it any corresponding curtailment in the 
amount of interest that has to be paid by the small 
borrower either at the banks or in the building loan 
market of the interior. Within the past few weeks a 
careful survey of the borrowing situation at principal 
points throughout the country was made by a New York 
commercial publication, which reached the conclusion 
that there was no reason to suppose there had been any 
reduction whatever in these costs of borrowing. In view 
of these circumstances, it seemed clear that the process of 
book liquidation, which was attempted in a half-hearted 
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way after the panic, has gone only the most limited 
distance, and has actually produced no perceptible effect 
upon conditions in the interior. The resumption of 
speculative operations on a large scale in the New York 
and in other markets, without awaiting even a partial 
correction of the underlying capital conditions, clearly 
betokens a revival of inflation in a dangerous form, and a 
disposition to tolerate the continued existence of hazard- 
ous loan conditions whose maintenance cannot be 
regarded as anything other than a serious menace to 
industrial and financial soundness. 

The actual indications of inflation are not of course 
found in commodity price increases. The notion that 
they are found exclusively there, is an old-fashioned 
superstition in connection with banking. As already 
stated, there is nothing whatever to indicate that there is 
even a tendency to commodity price advance in the 
United States. On the contrary, the tendency of prices, 
as mentioned above, has for some months been downward ; 
and about the utmost that can be said at the present time 
is that this downward movement has been largely 
arrested. The inflationary changes referred to are to be 
noted first of all in connection with banking conditions. 
They are illustrated by the current summary showing the 
state of affairs in the portfolios of reporting member 
banks of the Federal Reserve System which may be 
summarized as follows :— 


Loans and investments— 
Total ... 
Loans Total 
On securities... 
All other 
Investments—Tota] .. 
United States Gov- 
ernment securities 
Other securities ie 
Reserve with Federal! Re- 
serve Banks 
Cashin vaults. 
Net demand deposits 
Time deposits , 
Government deposits 
Due from banks ... 
Due to banks _ aaa 
Borrowing from Federal 
Reserve Banks 


— Increase. 


Mar. 26, 1930. 
$ 


22,563,000,000 
16,885,000,000 


8,184,000,000 
8,702,000,000 
5,678,000,000 


2,844,000,000 
2,834,000,000 


I,719,000,000 
212,000,000 


13,205,000,000 


7,085,000,000 
238,000,000 
I,205,000,000 


2,922,000,000 


47,000,000 


Week. 
$ 
+ 49,000,000 
+ 38,000,000 
+ 130,000,000 
— 91,000,000 
+ 11,000,000 


— 17,000,000 
+ 28,000,000 


+ 66,000,000 
+ 129,000,000 
-+- 110,000,000 
— 42,000,000 
— 14,000,000 
— 11,000,000 


— 4,000,000 


+ Decrease. 


Year. 
$ 
+ 20,000,000 
+ 328,000,000 
+ 592,000,000 
— 263,000,000 
— 308,000,000 


— 242,000,000 
— 66,000,000 


4- 13,000,000 
— 31,000,000 
+ 41,000,000 
+258,000,000 
— 67,000,000 
+ 55,000,000 
+ 126,000,000 


732,000,000 





= er one oe «CF 
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Glancing over this survey, it will be noted that an 
increase has taken place in loans on securities in invest- 
ments, and declines in other loans and in United States 
Government securities ; “‘ other securities ’”’ have increased 
for the week represented above (last full week in March). 
Comparing the figures with the preceding year, it is 
observable that total loans are still above those of 1929, 
loans on securities are materially higher, while “ all 
other ”’ loans are lower, and total investments are below 
the figure of the close of March a year ago. The inter- 
pretation of the situation is plain enough. During the 
months after the panic, including November, December 
and January, there was a fairly steady liquidation 
movement. This came to a close in February, which was 
a transition month, and in March the movement back 
towards higher levels recommenced. As things now 
stand, the items in the bank statement that show con- 
sistent falling off are found in the “ all other loans ”’ which 
include chiefly loans for business purposes—commercial 
paper, etc. This group is falling off because business is 
still shrinking in volume and in its requirements for 
accommodation. It is likely to fall still further. In 
spite of that, the advances made by the banks on securities 
are not only much higher than they were a year ago, but 
are rising from week to week. They are doing so, not 
because of any definite change in the business situation, 
but simply on the basis of easy money and free lending 
for stock market purposes. It is especially to be noted 
(not, however, from the foregoing statement which 
affords no information on this point) that loans made by 
New York banks on securities are increasing very rapidly. 

The brokers’ loan account, which has been constantly 
under discussion for a long time past, needs also to be 
studied in conjunction with the foregoing analysis. There 
was an increase of $489,000,000 in March and $145,000,000 
in the week ending April 3. It shows, too, a decided 
shifting of existing loans from the status of direct security 
advances made by banks to the status of loans obtained 
through margin brokerage accounts. This means that 
there has been a marked change in the purpose for which 
loans are obtained. Instead of being, as hitherto, made 
for the purpose of carrying those who had already 
become involved in security operations until such time 
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as they could liquidate, the loans in question are being 
made for the purpose of permitting new speculative 
commitments to be made. The market is, in fact, getting 
back to its old footing, with widespread buying and 
selling all over the country, and purchasing based upon 
‘tips ”’ as to what prices will do, entirely regardless of the 
underlying merits of the securities to which these tips 
relate. This situation is of course very well reflected in 
the volume of turnover on the stock market, as shown by 
daily reports. 

The general situation may thus be summed up by 
saying that there is obvious inflation both in commercial 
banking and in investment securities, and that this 
inflation is occurring at a time when there is nothing in 
the business situation to warrant any such upward 
movement of general prices of securities. Confirmatory 
of the state of things thus noted is the fact that of the 
nearly $2,000,000,000 of securities which have been 
issued since the opening of the year (out of which probably 
about $1,600,000,000 is bonds and the remainder stocks, 
perhaps $200,000,000 of the bonds being for refunding 
purposes) a substantial percentage is unquestionably 
being ‘ carried,”’ unsold, by the issuing houses who are 
awaiting an opportunity to “unload ”’ on the investor 
as opportunity offers. This condition runs parallel to 
the experience before the panic, and although at that time 
there was very great congestion, the state of things was 
partly remedied during the past few months; so that 
conditions at the present moment are merely a repetition 
of what took place a year ago, and not necessarily an inten- 
sification of the situation then prevailing. The Invest- 
ment Bankers’ Association, which then talked so freely 
about the necessity of guarding against any renewal of the 
unwise practices of the time, has done nothing whatever 
about them. 

Various other pieces of contributory evidence as to 
the real nature of the state of things in the banking and 
financial situation could be cited, but enough has been said 
to show that what is being earnestly sought, and with 
considerable success, is the restoration of the same 
general condition of affairs which existed prior to mid- 
summer of 1929. The difference lies in the fact that 
underlying conditions to-day are less sound. Also, since 
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little real liquidation has taken place subsequent to the 
panic of 1929, except for a very short period, inflation is 
really beginning again where it left off. Its duration 
must, of course, be correspondingly shorter than formerly, 
since, at a correspondingly early date, it will be brought 
to a halt by the same general difficulties which culminated 
in the breakdown of last October. 


The Situation of German Banking 
By Dr. Georg Solmssen 


Director of the Deutsche Bank und Disconto-Gesellschaft. 


N order to appreciate the present situation of German 
| banks, it is necessary to cast a glance upon the 
developments since the war. When the currency 
reform of 1923 placed Germany once more upon a 
solid economic basis, the banks were faced with an 
unusually big task. The conditions in which they 
worked before the war underwent a complete change. 
Then they were the collecting basis of wide streams 
of capital flowing towards them from the surplus of a 
powerfully developing economic system. The banks 
were in a position to meet amply the credit requirements, 
at rates of interest corresponding to those prevailing 
in other leading countries. At the same time, the banks 
were able to use the ample capital resources which were 
placed at their disposal, for the execution of important 
schemes at home and abroad, thus making them of 
considerable benefit to the general economic interests 
of the country. The German banks thus rendered 
an immense service to Germany’s economic expansion 
before the war, through providing means for the develop- 
ment of industries. The expansion did, not confine 
itself to the frontiers of the country. German capital 
sought new fields of activity, and substantial amounts 
were placed at the disposal of foreign countries for the 
development of their own economic system, by means 
of loans. These investments abroad benefited German 
economic interests in that they contributed to the 
extension of foreign markets for domestic products. 
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As a result of the Peace Treaty and of inflation, 
Germany has changed from a creditor into a debtor 
country. In the domain of banking, this change has 
manifested itself in the inability of German banks to 
provide sufficient means for economic requirements. 
The banks’ own capital declined considerably, and their 
balance sheets indicated the lack of capital prevailing in 
the country. As to the banks’ own resources, let it be 
sufficient to say that the ratio in which the four ‘“D” 
banks reorganized their capital varied between .64 to I 
and 12} to 1. Against the total pre-war capitat of one 
milliard gold marks of the four leading banks, the amount 
left after the conversion of their balance sheets into new 
gold marks was 388 million reichsmarks. The capital 
and reserves of all German commercial banks on January 
I, 1924, represented about one-fourth of the corresponding 
pre-war figure, while the total creditors were only about 
one-fifth of their equivalent for 1913. The banks were 
not in a position, as were industrial enterprises, to 
participate in the “ flight from the mark” during the 
period of inflation by means of acquiring assets of intrinsic 
value; consequently, they became the principal sufferers 
of the collapse of the mark. The general deterioration 
of capital has also affected them to a very great extent. 

The extent to which the financing of German foreign 
trade is hampered in consequence of these losses is 
illustrated by the figures of acceptance credits. At 
the end of 1913, the amount of acceptances of the 
leading banks was 1,856 gold marks; in 1918, this 
figure declined to one-eighth of its pre-war equivalent. 
Since the stabilization, there has been a general increase, 
but even now only one-quarter of the pre-war amount 
has been. attained. 

The situation of deposits shows a similar picture. 
It is true that total creditors of all German banks 
publishing monthly returns has advanced from 8-4 mil- 
liards in 1914 to 14°5 milliards of reichsmarks at present. 
The composition of this item has undergone, however, 
a fundamental change. It would not be far wrong to 
estimate that roughly half of this amount is due to the 
influx of foreign funds, so that only about 7 milliards of 
reichsmarks represent newly created German capital re- 
sources. This change in the composition of creditors is 
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indicated by the dislocation of the ratio between short- 
term and long-term deposits. While in 1913 the deposits 
held by the big banks consisted of long-term deposits to 
the extent of 38 per cent. and short-term deposits to the 
extent of 62 per cent., at present the position is exactly 
the reverse. 

The causes for the transformation of Germany from 
an exporter of capital to an importer of capital are 
generally known. The total net short-term and long- 
term indebtedness to foreign creditors is estimated at 
14 to 15 milliards of reichsmarks. It was impossible 
to carry out the high reparations obligations out of 
internal resources; these obligations in themselves re- 
quired over 8 milliards of reichsmarks during 1924 to 
1929. It would have been impossible to transfer more 
than a fraction of that amount without the aid of 
foreign capital. 

In addition, the domestic capital requirements have 
also increased abnormally, as a result of losses suffered 
through war and inflation, and owing to the special 
requirements for the purpose of rationalization. The 
extent to which investments postponed from the periods 
of war and inflation had to be carried out is shown by 
the fact that, during the six years that followed the 
stabilization of the mark, 14 milliards of reichsmarks 
were spent on housing. Even this enormous amount was 
not sufficient to eliminate the housing shortage. 

Germany’s capacity of creating her own capital still 
lags far behind its pre-war size. The barometer of 
interest rates duly indicates the dislocation of the 
relation between the supply and demand of capital. 
The decline of interest rates that has taken place in 
Germany during the last few months under the influence 
of the downward tendency in the international market, 
for short-term funds, may show a misleading picture 
in this respect. The terms for long-term loans have 
improved only to a slight extent; mortgage loans still 
command an interest of about Io per cent. The fact 
that interest rates in Germany are about twice as high 
as in other countries on the same plane, duly indicates 
the extent of her capital shortage. 

The above description of the general conditions is 
essential in order to understand the present situation of 
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German banking. Shortage of capital has compelled 
the banks to carry out a thorough reorganization. The 
big banks had to aim at the encouragement of the 
influx of foreign capital on acceptable terms. Moreover, 
it was necessary to carry out certain changes in internal 
organization so as to be able to spread the cost over a 
larger volume of business, for by reducing their own 
overhead charges, the banks found it easier to provide 
German borrowers with funds at a rate of interest 
approaching the normal level. The influx of long- 
term funds in Germany assumed mainly the form of 
loans, and to a less extent that of participations. Gener- 
ally speaking, the German big banks have no reason to 
be satisfied with the way in which foreign capital found 
its way to German enterprises. The banks have 
restored their relations with foreign countries as soon 
as possible, and have attempted through their connec- 
tions to act as intermediaries for the inflow of capital. 
They hoped to become the channels for all important 
transactions of that kind, and thereby to render valuable 
services both to creditors and debtors. It is to be 
regretted that these expectations have only materialized 
in part, for foreign lenders and German borrowers very 
often concluded transactions through other channels. 
It remains to be seen whether this course proves to 
have been wise. German banks, when exporting 
capital before the war, always pursued the principle of 
carrying out their transactions with the participation of 
the banks of the countries concerned. The result of 
this policy was by no means unsatisfactory. They 
observed that, apart altogether from difficulties of a 
personal nature arising from the co-operation between 
different nationalities, the difference in legal systems 
might also easily lead to misunderstanding and irritation 
which might affect the result. It is sufficient to consider 
the difference between the legal status of shares and 
debentures in Germany, the Anglo-Saxon countries, and 
the Latin countries, to realize the difference between 
the trend of thought in these countries. 

A perhaps even more important consideration empha- 
sizes the reason why the big German banks should 
co-operate with foreign capital in the task of bringing it 
to Germany, The German banks are closely connected 
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with every section of the economic life of their country. 
Their connections enable them to keep themselves 
supplied with prompt and reliable information about 
every section of business life; last but not least, they 
possess the experience of generations in the creation 
and management of leading industrial and commercial 
enterprises. The important task of the development of 
Germany’s economic system would be carried out to the 
best advantage of the foreign lender as well as of the 
borrowing country, if the lenders availed themselves of 
the services of German banks as intermediaries to a 
greater extent than has hitherto been the case. The 
establishment of channels between Germany and foreign 
countries has to remain, as before, one of the principal 
tasks of the leading German banks. 

Apart from this important point, the German banks 
are making substantial efforts to attract fresh domestic 
deposits. The Deutsche Bank und Disconto-Gesellschaft 
has initiated to that end a new means in the shape 
of so-called “‘ saving certificates,’ which are issued in 
small denominations of 50 and 100 reichsmarks, and whose 
aim is to encourage the flow of small savings into the 
bank. In addition, the systematic improvement of the 
organization of banks has also helped to increase the 
amount of funds finding their way to them. The banks 
have made considerable efforts to mitigate the scarcity 
of capital by means of a rationalization of money turn- 
over, the thorough utilization of idle funds, and the 
technical improvement of their organization. 

In addition to these efforts, which have led, in the 
case of the big banks, also to the extensive use of 
mechanical devices, a wide-spread amalgamation move- 
ment has taken place in German banking during the 
last few years. The fusions into bigger and stronger 
units are calculated to facilitate the task of dealing 
with present and future difficulties. At the same time, 
the banks are endeavouring to economize superfluous 
expenditure by means of amalgamations, which enable 
them to eliminate all sections of the organization which 
are not indispensable, to amalgamate branches, and 
thus to simplify their methods of operation and to reduce 
overhead charges. These were the motives also for the 
latest and most important bank fusion, namely, that of 
Q 
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the Deutsche Bank and the Disconto-Gesellschaft, as a 
result of which an institution with 445 millions of reichs- 
marks of its own resources and 4-8 milliards of reichsmarks 
of creditors has been created. The principal considera- 
tion was to take a decisive step towards the solution 
of the task of rationalizing German banking, the object 
of which is to secure the best possible utilization of 
domestic and foreign capital, to avoid futile employment 
of capital—which is doubly detrimental in a country 
where shortage of capital prevails—and to pursue a 
credit policy which takes into consideration the condi- 
tions of the German capital market and the economic 
difficulties of the country. 

As a result of the amalgamation movement, the 
excessive growth in banking will be liquidated. The 
excessive development originates from the period of 
inflation during which exceptional opportunities, especi- 
ally in Stock Exchange business, led to the establishment 
of a number of new banks. Moreover, the Government 
of the Reich, and the States and municipalities established 
a number of financial institutions after the war, which 
became competitors to the existing banks. It is desirable 
to adjust the banking organization to the diminished 
business possibilities, and to the difficulties of acquiring 
capital. 

Recently, the adjustment of German banking organiza- 
tion to changed conditions manifested itself also in the 
failure of medium and small banking firms, as a result 
of trade depression. This banking crisis—if it can be 
called so—began towards the middie of 1929. About 
100 firms, mostly of purely local significance, became 
the victims of the crisis. It ought to be borne in mind, 
however, that German banking still suffers from an 
excessive number of institutions, and that the failures 
affected only a fraction of the total number of German 
banking firms. It would be quite unjustifiable to genera- 
lize from these recent events and to conclude that there 
had been a wide-spread setback in German banking. In 
fact, these developments do not affect the external 
credit of the German banks of standing, as is seen by 
the readiness of foreign lenders to grant credits to 
Germany. The process is a necessary one, of purification, 
which had hitherto been postponed. Taking German 
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banking as a whole, it has been able to prove its 
soundness and resisting capacity amidst the gigantic 
difficulties of the last decade. 


The Indian Budget 


IR GEORGE SCHUSTER’S second budget gives 

the same impression as last year’s, namely, that 

it is the budget of an honest man who is genuinely 
desirous of establishing the finances of India on a sound 
basis, and yet is faced with numerous difficulties which 
must involve controversial and unpopular feeling. He 
referred in his budget last year to the final remission 
of Provincial contributions, Sir Basil Blackett’s con- 
cluding achievement, and expressed doubt as to whether 
there was as yet a real surplus of revenue in the Central 
Government’s exchequer to cover the cost. During his 
year of office he has come to the conclusion that there 
is not, and that steps must be taken to make good the 
shortage. Two methods are possible, retrenchment or 
increased taxation, and Sir George Schuster has applied 
both to cover an anticipated deficit of about Rs. 54 crores. 
To the extent to which increased expenditure on 
administration has been considered necessary, he has 
insisted on corresponding economies, so that the net 
cost of administration shall not be increased. The 
deficit is thereby reduced to about Rs. 4 crores which has 
to be found by additional taxation. 

Customs duties, being the main source of revenue, 
must necessarily bear the brunt of the burden, and sugar, 
cotton goods and silver are the commodities chosen for 
the new imposts. A readjustment of the import and 
excise duties on kerosene provide Rs. 35 lakhs, and a 
small addition to the rates of income and super-tax 
will bring in about Rs. 7o lakhs. In proposing the 
additional taxation, Sir George Schuster expressed his 
belief that the measures would not only not impose an 
oppressive burden on any class, but would in their 
indirect results stimulate the country’s economic develop- 
ment. 

From the political point of view the taxes on cotton 
Q2 
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piece-goods are the most important. For years the 
Bombay mills have been clamouring for protection, 
and despite the removal of the excise duties, they seem 
to have been unable to make any financial progress. 
Comparatively recently the whole question was investi- 
gated by the Tariff Board, and some measure of protection 
was considered justified, though effective reorganization 
of the industry, including an improvement in the relations 
between capital and labour, was regarded as essential. 
At the same time the question is complicated by con- 
siderations of the plight of the Lancashire industry. 
The Finance Member therefore had to face a three-fold 
problem. Government of India needed revenue, the 
Bombay mills wanted protection, and the British Govern- 
ment appealed for consideration for Lancashire. From 
the revenue point of view there was no question that the 
import duty would have to be raised. The existing 
duty on cotton piece-goods has been standing below 
the level of the general revenue tariff, and the increase 
therefore could be looked upon primarily as for revenue 
purposes. Its protective effect on the Bombay industry 
is a matter of doubt, so in order to give a further measure 
of protection to Bombay the Finance Member proposes 
to impase a further duty of 5 per cent. on cotton piece- 
goods of non-British origin, thereby introducing the 
idea of Imperial Preference into Indian finance. Whether 
this will be any measure of comfort to Lancashire remains 
to be seen. There is no doubt that at the moment it is 
not a popular idea in India. But whatever opinions 
may be ultimately expressed, it is clear that Sir George 
Schuster has endeavoured to be scrupulously fair to all 
interested parties, and the frank and candid statement 
in his speech must command respect. An undertaking 
is to be given that the additional duty of 5 per cent. is 
to be in force for three years only, and that its effects 
will be examined before the end of that period by the 
Tariff Board. 

The tax on sugar may have some slight protective 
significance, but it is primarily a revenue duty. Con- 
siderable importance is attached to the possibility of 
increased sugar production in India, and with this end 
in view a special grant has been provided in the budget 
for the encouragement of sugar research. 





¢ BANK BOOK-KEEPING - 
AN ALL-PURPOSE MACHINE 
FOR SMALL BRANCHES 


Burroughs Typewriter Accounting Machine 


for all stages in routine 
6 


All Bank executives should investigate 
the possibilities of this machine—the 
machine with the most automatic 
features. It combines a true adding 
machine with a full typewriter key- 
board. The machine performs all 
operations from listing incoming 
clearings to posting the general ledger 
and taking trial balances. Well-tried 
methods of proof are preserved at all 
stages. It is the ideal ‘‘general utility” 
machine for the small Branch Bank. 


Full information, without obligation, 
from Burroughs Banks Department. 


Burroughs 


BURROUGHS ADDING MACHINE LTD. 
Chesham House, 136, Regent Street, London, W.1 


‘Phone: Regent 7061 Branches in all 
(8 lines) principal cities 
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After the cotton duties the tax on silver will arouse 
the strongest feeling. Taxes on the precious metals 
have always been considered undesirable from the 
economic point of view, and although silver was an 
object of taxation for revenue purposes for many years 
before the war, it was decided to remove the duty when 
free importation was again allowed after the war. 
Evidence before the Babington-Smith Currency Com- 
mittee showed that there was a strong feeling that 
Bombay was and should be a world market for silver, 
and that there should be no obstacle to the free 
movement of the metal to and from Bombay. On 
several occasions since then there has been discussion 
as to the desirability of re-establishing the silver duty, 
and Government have been considered almost quixotic 
in their relinquishment of this old source of revenue. 
A new temptation has, however, now arisen in that 
Government are now potential sellers of silver on a large 
scale and it is to their advantage to have a protected 
market for their sales. Here, again, Sir George Schuster 
has been entirely candid, and has taken the Assembly 
into his confidence. But in view of the recent criticisms 
of Government’s policy in selling silver he is not likely 
to receive much credit for his frankness, though he 
assures the House that Government will not go to the 
market unless they are assured that the market will 
not be appreciably affected by their operations. A 
further promise is made that should Government find 
that the duty on silver is yielding revenue in excess of 
their requirements, they will allot it to the Provinces. 

On the whole, the budget has been fairly well 
received by the commercial community, though there 
must necessarily be sections which are adversely affected, 
or insufficiently benefited. A Protectionist budget must 
invariably be a political budget, and judged on these 
lines the Finance Member may be congratulated on 
having made the best of a difficult task. Sir Guy 
Fleetwood Wilson said that the Indian budget was a 
gamble in the monsoon. In Sir Basil Blackett’s time it 
became more a gamble in exchange. Thanks to favour- 
able circumstances Sir Basil Blackett was able to fix 
exchange at Is. 6d., and incidentally remit the Provincial 
contributions. His successor has already had to spend 
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over a crore of rupees on discounting Treasury Bills, 
issued mainly for the purpose of maintaining exchange, 
and at the same time finds that the normal revenue 
surplus is insufficient for covering the cost of the 
generosity to the Provinces. He has also to face the 
possibility of having to be still more generous when the 
Simon Report is issued, while owing to trade depression 
and low prices, customs receipts are not likely to show 
any material improvement. 

The loans portion of the budget calls for little com- 
ment. Owing to the reduction in the capital programme 
of the railways and other public works only Rs. 74 crores 
of new money will be required, though Rs. 16 crores 
of 1930 bonds are due for conversion. In normal 
circumstances there should be little difficulty in raising 
these amounts, but special steps will have to be taken 
to restore confidence in Government securities before 
the issue of the loan. The recent announcement that 
Government will use all their resources if necessary 
to maintain exchange should to some extent check the 
efflux of capital, as should also the reductions of foreign 
money rates. Investors in rupee gilt-edged securities, 
however, have suffered so much loss in the past year or 
two that unless political and financial conditions in 
India begin to show definite signs of stability there 
will be little enthusiasm over any new rupee loan. The 
presentation of a balanced budget was therefore a prime 
necessity as a preliminary to the restoration of confidence, 
and it is to be hoped that the Assembly will realize this 
fact in dealing with the Legislative proposals. 
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The Banker’s Bookshelf 


In this column the Editor of THE BANKER will call attention to books 
which have a special interest for bankers. 


Rumania’s New Economic Poticy. By Vircit Mapcgaru. (P. S. King and 
Son, Ltd., 5s.) 

THE purpose of this book is to give an exposition of the new policy 
which was adopted in Rumania with the accession to power of the 
National-Peasant party in November, 1929. By contrast with the 
policies of the previous ten years, which, despite the fact that Rumania 
has four-fifths of its population engaged in agriculture, had sought 
to bring about a forced industrialization with a view to economic self- 
sufficiency, the new policy aims at vigorously developing the country’s 
agricultural resources—in respect of its natural economic advantages, 
its labour supply, and its transport system. 

Although the author has compressed his writing into only sixty- 
three pages, he has succeeded in giving a good analysis of the aims of 
the new policy, the methods by which they are achievable, and a 
summary statement of what has actually been done. In view of the 
fact that Dr. Madgearu is Minister of Finance, it is not to be expected 
that critical appraisal of the policy would outweigh a statement of 
the gain expected to accrue from it; but those who are interested in 
Rumania will find here a stimulating and instructive account of the 
undoubtedly more enlightened methods of dealing with its economy. 


IMPERIAL Economic Unity. By Lorp Metcuett. (Harrap, 2s. 6d.) 


THE jacket of this volume tells us that Lord Melchett seeks to 
discuss in it such present questions as to what extent the Empire 
can be made self-supporting, what advantages have accrued from 
the policy of Imperial Preference, and methods of developing Empire 
resources, in its various constituents, with a view to benefiting the 
unit as a unit. The argument is founded on the view that if a policy 
of Imperial Economic Unity ‘is not seriously attempted and carried 
to success, while sentiment may still bind together parts of the Empire, 
and possibly will for a considerable time, the foundations will lack 
that stability and certainty which are essential and necessary to the 
greatest and most beneficent of Empire creations in history ” (p. 15). 
The only alternatives to this policy are: ‘‘ The one a Customs Union 
with the United States of America, which would result in our ultimately 
becoming a mere subsidiary unit, the other a Customs Union with 
Europe, which would involve our permanent association with peoples 
of a lower standard than our own, and in the end an almost inevitable 
degradation of our own standard ”’ (p. 20). 

Working from these premises a survey is given of the history of 
various pre-existing customs unions. This is followed by an account 
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of treaty barriers which stand in the way of the realization of the 
ideal, and by an analysis of how far the principle of Imperial Preference 
has been carried already. Lastly, a detailed survey is given of the 
possibility of producing a number of staple commodities within the 
Empire boundaries, this being interwoven with suggested changes in 
existing practice in order to achieve the desired end. This part of 
the book is rendered valuable and of concrete usefulness by the com- 
pact citation of the facts and figures concerning the present-day 
position ; here, indeed, readers who are concerned with the practical 
application of the doctrine may find abundant material with which to 
concern themselves. 

Such is a rough epitome of the book’s contents. In so far as it is 
designed to support, illustrate, and sustain the thesis of Empire unity, 
it is well conceived and ably prepared. In so far, however, as it is to 
be regarded not as an ex parte statement but as a judicial document 
which seeks to explore strictly and without bias the fundamental 
principles involved, it is a book which needs critical reading, and 
which will compel recourse to alternative policies. In any case, it is 
a contribution to the solution of a very urgent economic problem. 


THE WHOLE Duty or A Director. By ALBERT CREW. (Gee & Co., 7s. 6d.) 


TuIs volume forms the seventh in the series known as “‘ The Account- 
ant Students’ Library,” and is a second edition of the work. Covering 
196 pages, it offers a very comprehensive survey of the functions and 
duties of directors. In particular the relation of directors to the law 
is carefully and consistently borne in mind and ably illustrated from a 
large variety of cases and statutes. It may be recommended as a 
well-written vade-mecum. 


THE Economics OF BRANCH BANKING. By BERNHARD OSTROLENK. (Harper & 
Bros. 12s. 6d.) 

OF all the striking economic phenomena observable in post-war 
America none give rise to more initial astonishment and subsequent 
wonderment than that there are now no fewer than 26,000 separate 
banks. Here, indeed, is a striking contrast with the ten separate 
chartered banks to be found in the Canadian section of the American 
continent, as well as with the banking position in other countries the 
world over. When, in conjunction with this fact, it is realized that 
in the seven-year period 1921-27 no fewer than 4,513 banks suspended 
(of which only 559 re-opened), the question arises as to whether such 
an individualistic system is not inherently defective. And when the 
statistics of failures in other of the leading banking countries, possessing 
in broad a system antithetical in principle are investigated and found 
to be as notoriously low as they are high in America, a-possible answer 
to the question becomes available. 

Mr. Bernhard Ostrolenk, of the editorial staff of The Annalist, 
has realized the urgency of calling attention to a problem of such 
unique importance, and has prepared a book in which he surveys 
the present situation, makes an analysis of the attributes of the 
alternative system of branch banking, and points the obvious moral. 
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His book is very timely, very informative, and very important in its 
practical conclusions. 

In preparing this study the major considerations which Mr. 
Ostrolenk has had in mind are (1) The regular annual volume of 
failures and suspensions (the minimum number was 354 in 1922 and 
the maximum number was 956 in 1926), (2) The inevitable necessity 
for banking integration to catch up and to accompany industrial and 
commercial integration. His findings are that while individualistic 
banking is not in effect so prevalent as a bare statement of figures 
leads one to assume, for there are over 6,000 banks (or nearly 25 per 
cent. of the total) which are grouped into chains by holding companies, 
corporations, partnerships, and individual persons; and while recent 
history indicates that there is definitely a new and strong movement 
towards integration under way so that “a change in the U.S. banking 
system seems imminent ” (p. 199); “‘ if the prejudices against branch 
banking continue to dominate legislation’’ the effect will be that 
“‘ a system of banking under a few large holding companies will develop, 
which will be to all intents and purposes outside either the state or the 
federal system, which will supply the economic need of branch 
banking ’’ but “‘ which will have none of its public safeguards ’’ (p. 200). 

These important conclusions point to the necessity for early and 
careful study of the superior merits of branch banking per se, with a 
view to avoiding an obvious error in the strategical development of 
the U.S. banking system. And no better beginning could be made 
than by a study of this book. , 


CENTRAL Banks. By C. H. Kiscnu and W. A. ELkin. (Macmillan & Co. 18s.) 

THE first edition of this volume appeared in 1928 (January), and 
such was the need for an authoritative work on the subject that now a 
third edition has been prepared. It is safe to say that this is definitely 
the most comprehensive, the most accurate, and the most useful of 
extant works dealing with central banking. 

There is no occasion to cite the nature of the contents of the book, 
since these in principle remain unaltered. It is desirable to say, 
however, that in this issue all important changes and developments 
which have occurred since 1928 have been duly indicated and their 
effects on banking policy explained. This, moreover, has not been 
done by mere additions to the previous text, for where necessary the 
authors have recast the relevant sections or added new writing. 
Additionally, the number of central bank constitutions has been 
increased, so that the effectiveness of the book for purposes of reference 
has been augmented. The typography, arrangement of matter, and 
general format are distinctly creditable to the publishers. 


SMITH’s BILts, CHEQUES, NoTEs, AND IOU’s. Revised by E. BoRREGAARD. 
(Effingham Wilson. 6s.) 

Tuts work on the Law of Negotiable Instruments was first published 

in 1859: it now reaches its seventy-ninth thousand. In thus 

preserving for the present generation the work of distinguished legal 
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writers of a day when the code of banking law was in active process of 
construction and evolution, Messrs. Effingham Wilson confer a boon 
on both new banking students of law, and also bankers who have had 
Smith as a constant companion throughout their careers. As with 
all Smith’s writing the book is very lucid and carefully arranged. Mr. 
Borregaard has done nothing to lose these qualities, but has improved 
its value in use by a careful index and a short preliminary chapter. 


Tue Law oF Stamp Duties. By E. N. ALPE; revised by A. R. RupALt and 
H. W. Jorpan. (Jordan & Sons, Ltd. 15s.) 

WIrtH the present issue, this work reaches its twentieth edition. It 
has now been extended to over 400 pages, as the result of alterations 
and additions made to incorporate recent appeals and enactments, as 
well as new Cases on Stamp Law, and a revision of the Practice Notes. 
A survey of the book leads to the impression that these revisions have 
been competently managed, and carefully inserted so as not to disturb 
the general harmony of structure. Attention may also be called to 
the effective set-out, the workmanlike index, and the high-grade paper 
on which the work is printed: these vastly facilitate the handling of it. 


THE INSTITUTE OF BANKERS. 1879-1929. 

TueE Council of the Institute of Bankers has commemorated the 
first half-century of its existence by publishing a short account of its 
foundation, the work it has accomplished, and short notes (accom- 
panied by photographic reproductions) on its worthy Presidents, and 
its three Secretaries. The whole is compressed into less than seventy 
pages, and while excellent as a short memoir yet conveys a very 
inadequate impression of the actual scope of the work accomplished 
in the period. Concerning this, however, the reader who wishes to 
inform himself as to the significance and worth of the Institute’s 
many activities, can with much profit consult the files of the Journal 
—a magazine which has been published regularly since the inception 
of the Institute itself. 


JOURNAL OF THE INSTITUTE OF BANKERS IN SouTH AFRIcA. February, 1930. 


Apart from the notes of a domestic character, the present issue 
contains only two articles concerned with general banking. One of 
these discusses whether central banks are resorting to the accumulation 
of gold (by Georges Bonnet), while the other is a symposium (by 
Hartley Withers, Pierre Renaudel, Dr. E. Hautos, Ben Tillett, Dr. R. 
Hegedus, and Roy Hopkins) dealing with the reform of the Bank of 
England. The first is an examination of French gold policy in recent 
months, in which the conclusion is reached that Mr. Keynes’ recent 
proposal to refer the question of future gold policy to the Economic 
Council of the League may be desirable, but is nevertheless 
impracticable. The second consists simply of statements of different 
points of view, which are so unduly compressed as to preclude effective 


argument. 
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Public Finances of Venezuela 
T HE development of the vast administrative 


programme initiated on December Ig, 1908, 
when the illustrious General Juan Vicente Gomez, 
Chief of the National Reorganization Party, became 
President, made the reconstruction of the fiscal and 
financial system, on the basis of scientific methods, an 
absolute necessity. These methods had to be applied in 
such a manner as to correspond with the requirements of 
the evolution which was taking place in the national 
economic life, and so well were they applied, that there is 
no exaggeration in saying that Venezuelan Fiscal Legisla- 
tion is to-day a model of what such legislation should be. 
Such a fiscal organization, united to a scrupulous 
administration, which performed its function in such a 
manner as to cause admiration both amongst natives 
and foreigners, has produced excellent results, in that 
the internal revenue which had fallen to very low levels, 
has been raised not only to the point where it equals 
the revenue produced by Customs Dues, but on some 
Occasions to a considerably greater height. This is 
more noteworthy, as it had previously been thought that 
the Customs revenue was, and would continue to be, the 
chief source of the country’s income. 
The statistics given on the next page show very clearly 
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the normal, stable and constant revenue of the country, 
and also indicate the financial capacity of Venezuela :— 


Customs 

and Internal 
Consular | Revenue. 
Revenue. 


Economic Years. Mintings. | Total. 


Bs. Mill. | Bs. Mill. | Bs. Mill. | Bs. Mill. 
1908-09 win in 35°3 15°2 ie 
1909-10 “ es : 150 ‘ 
IQIO-II a ee ° 14°7 9° 
IQII-12 es o* . 16-1 12° 
IgI2-13 we oe . 14°6 

1913-14 aa a ° 16-0 

IQI4-I5 a ai . 20°0 

IgI5-16 es es ° 24°8 

Ig16-17 “s i “6 27°5 

1917-18 ‘a aa ° 28-7 

1918-19 i “ . 33°3 

IgIg-20 + - , 41°4 

1920-21 - - ° 37°3 

Ig2I-22 es ~ ° 36°7 

1922-23 ws ea ° 44°5 

1923-24 oe os ° 43°0 

1924-25 on ee . 49°8 

1925-26 _ _ ° 74°9 

1926-27 ee - ° 69-9 

1927-28 ia es ° 87-6 ° 
1928-29 ‘“ a ° 102-4 Io: 


The general revenue for the half-year, July to 
December, 1929, was approximately Bs. 128,000,000. 
The income in the three last calendar years was as 
follows :— 
1927. 1928. 1929. 


Bs. 174,675,944 Bs. 203,975,729 _ Bs. 256,500,000 


The increase of income in 1929, as against the two 
preceding years, is Bs. 52,524,271 with regard to 1928; 
and Bs. 81,824,056 with regard to 1927. 

The Reserve Funds in the National Treasury as at 
December 31, 1929, amounted to Bs. 116,000,000. 

The General Estimate of Revenue and Expenditure 
for the financial year, July 1, 1929, to June 30, 1930, 
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earmarks the following for each of the respective Depart- 
ments of the Federal Executive :— 
Ministry of the Interior .. ws - 34,995,922-28 
Ministry of Foreign Affairs ss . 5,248,217-05 
Ministry of Finance ae - . 30,261,571 °14 
Ministry of War and Marin ss . 29,731,948°15 
Ministry of Agriculture, etc. .. . 36,049,936-00 
Ministry of Public Works se . 45,000,000-00 
Ministry of Education .. ‘i .  9,268,573-00 
. 190,556,167 -62 
Budget Adjustments 7 “i . 1,893,832-38 


. 192,450,000°00 


The Estimate of Revenue and Expenditure for the 
financial year 1908-1909, did not exceed Bs. 48,000,000 
and that of 1929-1930, is more than Bs. 192,000,000 which 
shows an increase of the latter as compared to the 
former of 300 per cent., a proportion which very clearly 
indicates the financial capacities of the country. This 
enviable state has been reached by paying very strict 
attention to maintaining normal taxation conditions, 
and by the strong, steady development in all directions 
of the economic forces of the country, stimulated by the 


internal order and peace given to it by the Government 
of National Reorganization. 
The Public Debt of Venezuela, at December 31, 1929, 
was Bs. 52,418,448;86 divided up as follows :— 
Internal Debt * ia .. Bs. 28,096,282-43 
External Debt... - — 24,322,166-43 


Total .. my ‘nt .. Bs. 52,418,448-86 


For amortization purposes in the Budget of 1928-29, 
the sum of Bs. 4,000,000 is earmarked to the Internal 
Debt, as against Bs. 1,000,000 in the 1927-28 Budget. 
Service of the External Debt (amortization, interest and 
expenses) figured in the Budget of 1928-29 at 
Bs. 12,490,125°02 as against Bs. 6,245,062-51 in that of 
1927-28, for the same purpose. : 

The total debit on account of the Debt was 
Bs. 52,418,448-86 at December 31, 1929, and after 
deducting from this sum the sums amortized during 
the part of 1930 already expired, it can be estimated 
on the basis of the quota shown in the 1928-29 Budget, 
that in a very short period the Public Debt of Venezuela 
will be totally wiped out. 
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Banking in Venezuela 
By H. Perez Dupuy 


President of the Banco Venezolano de Crédito. 


N Venezuela there are six national banks and four 

I branches of foreign banks, operating in accordance 

with the special laws relating to issue banks and 
banks which are authorized to receive loans. 

The issue of bank-notes is reserved to the national 
banks, which obtain permission from the Executive 
to issue bearer-notes, payable in legal currency, on 
presentation. 

The only money which is legal tender in the country 
is gold and silver up to Bs. 500, and consequently the 
bank-note, in spite of the fact that for all practical 
purposes it fulfils the functions of legal currency, is 
nevertheless a simple instrument of credit, as it can be 
refused when it is tendered in payment of an obligation. 

The issues in our country are duly guaranteed at 
par by gold and bills maturing within not more than 
30 days, and enjoy the complete confidence of the public, 
circulating in the Republic in a perfectly normal manner. 

Thus, notes which are issued serve the issuing banks 
in a way as unearmarked deposits to order, utilizing 
by this means a capital which otherwise would remain 
idle in the pockets and in the private savings-boxes of 
the public. This peculiarity of the bank-note not being 
obligatory legal tender, has the advantage that the issues 
can never influence the rate of exchange with foreign 
countries, and still less could these issues become a 
factor in monetary inflation. 

In Venezuela Banks have existed since the middle 
of the last century, but their development was very 
gradual, principally owing to the scarcity of capital 
of any importance, and consequently, to the extremely 
few credit facilities which the banks could offer at that 
time. It was thus that commerce, both import and 
export, was obliged to look for credit to foreign business 
houses under very onerous conditions. 

Up to 1915, only two banks existed in the Capital, 
one being the “ Venezuela ” and the other the “‘ Caracas,” 
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possessing between them a paid-up capital of only 
Bs. 13,500,000, and with little or no Reserves or deposits. 
Another circumstance was that the Bank of Venezuela 
had had to supply the National Governments with money, 
in order that they might cover, in part, their several 
Budgets, and of course this absorbed a great deal of the 
assets of this institution. 

It was really during the Great World War that 
banking in Venezuela developed progressively and 
rapidly, due to the increasing prosperity of the two banks 
already mentioned, and the establishment of branches 
of foreign banks, as well as the foundation of new national 
banks. 

To give some idea of the development of banking 
during the last fifteen years, it will be sufficient to state 
that private deposits in all the banks increased from very 
nearly zero to more than Bs. 130,000,000, and the total 
of capital and reserves of the national banks, from 














El Banco Caracas 
LIMITED Company, domiciled in Caracas, Venezuela, 


South America. It was established in the year 18go, 
and is a solid institution with a capital of Bs. 6,000,000, 


| and Reserves at December 31, 1929, of Bs. 3,122,853.40. It 


transacts all the principal kinds of banking business, such as 
Discounts, Loans, Credits, Deposits, Collections, Safe Deposit of 
and buying and selling of Stocks and Shares, Payments and 
Remittances, Letters of Credit, Savings Bank, Current Accounts, 
Cable Transfers (at a very reduced rate). It has collection 


| agencies all over the Republic. Its progress since Ig1Io proves 


that it is one of the most reputable banking establishments of 
the country. Its shares are quoted at 334 per cent. The 
Savings Bank Department which previously had deposits 
of Bs. 273,293.60, has to-day deposits .to the value of 
Bs. 4,688,332.65. Current Accounts have risen from Bs. 
3,101,993 .75 to Bs. 11,735,087.55, and Loans from Bs. 1,615,629 
to Bs. 6,775,697.20. The present President of the Bank is Dr. 
Julio C. Velutini, and the First and Second Vice-Presidents 
are Srs. Don Carlos V. Echeverria and Don Manuel Badaracco 
respectively. The Manager is Sr. Don Santiago Vera Leén. 
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approximately Bs. 15,000,000 in 1915, to four times that 
amount. The ‘Cash at Hand” of the same banks, 
which in 1915 did not reach the million mark, is to-day 
Bs. 131,000,000. 

The national banks to-day enjoy solid credit, for 
they possess capital and “Cash at Hand,” relatively 
to their liabilities, in such a proportion as to make them 
unique in the world. This is shown by the following 
details : 

Total Bank-notes issued and deposits received Bs. 223,000,000 

Total “Cash at Hand”’ and deposits in other 

Banks and abroad ‘ .- Bs. 153,000,000 
(or say, 69 per cent. of their liabilities.) 


Total paid-up capital, reserves and accumulated 
profits .. Bs. 57,000,000 


Total Bank-notes issued and deposits received _ Bs. 223,000,000 
(or say, more than 25} per cent. of their 
liabilities.) 

Up to a few years ago, no other forms of credit but 
the account current and loans on mortgages were known 
to the banks, as our commerce refused the acceptance 
of bills or other commercial paper on long terms, in 
the erroneous belief that it was detrimental fo its 
credit. Personal credit was non-existent. 

During the World War, the Bank of Venezuela was 
the first to commence an active and well-managed 
propaganda in the direction of making the commercial 
community see the benefits to be derived from the 
practice of discounting in the banks the bills arising 
from sales which merchants might make between them- 
selves on credit. Thanks to these praiseworthy efforts, 
and to the practical benefits derived by the local commer- 
cial community in thus discounting their paper, this 
practice is in general use to-day. 

As well as the banks already mentioned, there also 
exist two others, the Banco Agricola and Pecuario and 
the Banco Obrero, both of recent establishment, with 
capital furnished by the National Government. The 
first of these banks to-day has at its disposal Bs. 30,000,000, 
and the object of this bank, as its name implies, is to 
grant loans to agriculturists and breeders, on long terms 
and at low interest. 

The Banco Obrero has as its object the building of 
modest dwelling-houses for working-men, so that the 
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poorer classes and the workers may acquire houses of 
their own on easy terms. 

The Banco Agricola and Pecuario is destined to be a 
very important factor in the economic development of 
the Republic, and if managed discreetly and with intelli- 
gence, it will facilitate in a decisive manner the growth 
and the improvement of agricultural and cattle-breeding 
industries, thus contributing to the increase in the 
production of all export commodities. 

The foreign banks operate almost exclusively with 
deposits, and their declared capital hardly reaches two 
million Bolivares, with total liabilities of Bs. 137,000,000. 
It is due to these banks that the healthy practice of 
carrying Savings Bank Accounts—a practice which is 
still in its infancy—has been instituted by the banks. 

The general development of the banks of the country 
has been made easy, primarily because of the considerable 
increase in national wealth and the increased value of 
agricultural and urban properties. This increase is 
the natural and logical consequence of a favourable 
balance of trade and payments, a balanced budget 
showing a surplus, the recent discovery of the petroleum 
wealth of the country, and above all of the value of 
our export products, amongst which coffee occupies the 
principal place. 

Everything seerns to lead us to the conclusion that the 
banks established in this country have a very wide field 
for their future progressive development. 


A Short Resumé of the Petroleum 
Industry in Venezuela 


HE rapid development of the United States of 
Venezuela as a producer of petroleum has, within 
the last eighteen months, placed this South 
American Republic as second only to the United States 
of America among the oil-producing countries. The 
attention of those interested in the production of oil, 
which had been focussed on Venezuela for the past 
few years, has been intensified recently on account of 
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the large petroleum production which has been en- 
countered in the Maracaibo Lake Basin. 

In view of this interest in the Venezuelan oil industry, 
it might not be amiss to recall here, in a brief manner, 
the salient facts in the history of Venezuelan oil 
production. 

The first oil which was encountered in Venezuela 
was found in the State of Tachira, a mountainous region 
lying in the western part of the Republic, south and 
east of the Lake of Maracaibo. A few seepages were 
encountered, and the oil recovered was refined in a 
primitive way and sold locally. In 1907, the Venezuelan 
Congress granted a few concessions under the then 
existing Mining Laws, and, in 1912, the Dutch Shell 
group became interested in Venezuela and was the 
first of the foreign oil companies to obtain concessions. 
These concessions were granted under the Mining Laws, 
and particularly those of 1918. During the period of 
the world war there was little work done in the develop- 
ment of oil in Venezuela, and it was only the year 1923, 
when the Dutch Shell brought in a large gusher in the 
La Rosa area, that marked the beginning of commercial 
production. According to figures available, the pro- 
duction of oil in the year 1923 was, approximately, 
four million barrels. 

Since the first efforts of the Dutch Shell to obtain 
production in Venezuela, most of the important American 
producing oil companies have obtained concessions in 
Venezuela and have done a considerable amount of 
geological exploration work, and some wild - catting. 
These companies include the Standard Oil Company 
of New Jersey, which now operates in Venezuela under 
the name of the Creole Syndicate; the Standard Oil 
Company of California, which operates under the name 
of the Richmond Oil Company; the Union Oil Company 
of California; the Texas Oil Company; the Pantepec 
Petroleum Company; the Standard Oil Company of 
Indiana, which operates in Venezuela as the Lago 
Petroleum Corporation; the Gulf Oil Corporation of 
Pennsylvania, which operates in Venezuela as_ the 
Venezuela Gulf Oil Company; the British Controlled 
Oilfields, Ltd.; and the North Venezuelan Petroleum 
Company, etc. 
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Of these companies, there are three which have 
commercial production in large quantities, namely, the 
Dutch Shell (which operates the Carribbean Petroleum 
Company; the Venezuelan Oil Concessions, Ltd. and 
the Colon Development Company); the Lago Petroleum 
Corporation; and the Venezuela Gulf Oil Company. 
From the year 1924 to the year 1928, inclusive, the total 
amount of petroleum produced by all companies is as 
follows :— 


1924 .. on “, “4 or 7,837,016 barrels. 
1925 .. a - ce -- 18,749,162 i 
1926 .. si - - -» 34,000,000 ms 
1927 .. 55 is <a .. 61,000,000 re 
1928 .. he -» 104,175,000 - 


Production in 1928 was divided between the leading 
companies in the eeiiiied manner :— 


Dutch Shell .. ia -» 47,975,000 barrels. 
Lago .. ia oe ‘d .. 29,165,000 iY 
Gulf .. “ rv - -. 24,905,000 a 


Others ae - es ao 2,130,000 ve 


104,175,000 barrels. 


Production of petroleum throughout the world during 
the year 1929 set a new high record at 1,478,400,000 
barrels, according to an estimate by ‘‘ World Petroleum.” 
This represents an increase of 156,000,000 barrels over 
the preceding year. 

Following is the production, giver. in barrels, by 
various countries :— 


United States ae a - .. 1,006,681,000 
Venezuela .. - a - ..  138,914,552* 
Russia os ‘“ i se wi 98,148,890 
Mexico ee ie ov ee os 44,687,879 
Persia ‘ os a a 42,500,000 
Dutch East Indies os = ‘en 36,100,000 
Rumania .. , re ‘i tsa 32,500,000 
Colombia .. - ‘ oa is 20,384,548 
Peru beg oe - - ne 12,460,000 
Argentina .. as + - --  , 9,800,000 
Trinidad .. ia “ - - 8,710,052 
India—British ie si ei ra 8,286,000 
Sarawak .. as os - on 5,234,873 
Poland +“ oe és bia 4,731,104 
Japan and Taiwan + +“ ad 2,100,000 
Egypt oe I 868,314 


* NoTE.—The official figues pm the Ministry of petroleum exploited 
in 1929 are 19,844,936 tons. 
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Sakhalien (Russian) oy si ee 1,175,000 
Canada “a - i a ‘ 1,132,800 
Ecuador .. wi “7 - ‘a 997,638 
Germany .. a - on - 728,000 
Iraq io me ny ms es 532,000 
France ws as os ae o. 497,000 
Czechoslovakia .. ea ue i 161,000 
Others ie fi a a ii 70,000 

Although the principal producing fields are con- 
centrated on the East of the Lake of Maracaibo, on 
shore and in the Lake itself, the British Controlled 
Oilfields, Ltd., has a small producing field at El Mene, 
in the District of Buchivacoa, State of Zulia. The North 
Venezuelan Petroleum Company, and the Tocuyo Oil- 
fields, Ltd., at Tocuyo, District of Acosta, State of 
Falc6én, have a few small wells now in production. In 
Eastern Venezuela, in the northern part of the State 
of Monagas, the Creole Petroleum Corporation has drilled 
a number of small producing wells, but they are not 
being, as yet, worked commercially. Also the Richmond 
Petroleum Company has found on its concessions in the 
State of Falcén, high grade oil, but this is not, as yet, 
being produced in commercial quantities. 

One of the principal reasons why up to the present 
time almost all the oil produced in Venezuela is ex- 
ploited in the Maracaibo Lake region is that this area 
is of easy access to the exterior, and the problems of 
transport are fairly simple. It is too early to express 
any opinion as to the possibilities of the greater part of 
Venezuela in regard to oil exploitation, but with the 
discovery of a certain amount of oil in the State of 
Monagas, in Eastern Venezuela, it is quite possible that 
the Lake Basin will not be the only important producing 
field in Venezuela. 

The legal side of the Venezuelan petroleum situation 
is worthy of considerable note as showing what a country 
can do to protect the interests of its nationals, as well 
as to give protection and assistance to native and foreign 
capital engaged in the oil industry. 

Up to the year 1918, the petroleum concessions 
were granted under the Law of Mines, but on October 9 
of that year, a “‘ Decreto Reglamentario del Carbon, 
Petréleo y Sustancias similares’”’ was issued. This 
was superseded by the Decree dated March 17, 1920. 
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The first law, specially regulating the hydrocarbon and 
petroleum business, was decreed by the National Congress 
on June 30, 1920. Since 1920, the Congress has 
passed in succession the Laws of Hydrocarbons of Ig2r, 
1922, 1925 and 1928, the last mentioned being the one 
now in force. 

The Venezuelan petroleum laws, beginning with the 
one of 1922, have been fair and reasonable, on the whole, 
and it is due to the fact that Venezuela has not followed 
the example of Mexico and Colombia that the production 
of petroleum has reached its height. 

The salient points of the law may be said to be the 
following :— 

The concessionnaire (or cessionnaire) is given the 
maximum time of 44 years in which to present the plans, 
paying a small initial exploration tax. When the 
exploitation period, which is for forty years, begins, 
a superficial tax of Bs. 2.00 per hectare per year is paid 
for the first three years; Bs. 4.00 during the following 
27 years; and Bs. 5.00 during the last 10 years of the 
life of the concession. Out of the original concession 
granted, the owner is entitled to select up to 50 per cent. 
of the acreage granted, the remainder to be given back 
to the Government as National Reserves. In general, 
a concession cannot contain more than 10,000 gross 
hectares. On the oil produced, the owner of a concession 
has to pay the Government Io per cent. royalty, based 
on the value of the oil at the Venezuelan port of embarka- 
tion. The Nation, however, may take its oil royalty 
in kind. The minimum royalty payable is Bs. 2.00 per 
produced metric ton. Under certain circumstances, 
some of the taxes may be reduced by 50 per cent., as 
when a concession is located at a certain distance from 
the sea. The granting of concessions is optional with 
the Government, but anyone, whether a foreigner or 
a Venezuelan, can ask for concessions, except those 
representing foreign governments. 

The royalty and taxes paid to the Venezuelan Gov- 
ernment during the year 1929 may be estimated at 
about 50,000,000 bolivares, and the year 1930 will 
probably bring this amount to above 60,000,000. 
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Road Communication in 
Venezuela. 


[ ie to 1910, the planning of roads in Venezuela 

was very rudimentary, without any definite scheme 

being followed. Some of the roads were well 
made, but not one of them was paved in a lasting form 
nor were they suitable for motor traffic. The consequence 
of such a state of affairs is easy to surmise : inability to 
carry out productive works in extremely rich regions 
owing to the impossibility of carrying the products 
expeditiously and cheaply to the other parts of the 
national territory where there was a demand for them; 
absolute ignorance on the part of one section of the 
community of the characteristics and possibilities of 
other parts, and in consequence the formation of small 
isolated communities, which, by reason of this same 
ignorance, were antagonistic one to another, as well as 
being possessed by a spirit of insularity; weak and 
ineffective action on the part of the. Federal Power, 
when such action was taken at all, in dealing with distant 
parts of the country, with the consequent risings, riots 
and revolutions, which brought about a state of constant 
civil war, and practically ruined cattle-breeding, agri- 
culture and industry generally. 

Twenty years afterwards, when the Republic was 
preparing to celebrate the centenary of the death of 
the Liberator, the illustrious Simon Bolivar, a com- 
pletely different picture to the one we have just described 
was presented. Eight thousand five hundred kilometres 
of roads had been built, all of them suitable for motor 
traffic, and of these three hundred and sixty-two kilo- 
metres had been concreted. This network of roads has 
been built following out a systematic plan taking into 
account the economic and military necessities of the 
Republic. The whole of the national territory is tra- 
versed by motor-cars, lorries and motor omnibuses. 
Transport facilities are easy, rapid, and relatively cheap, 
with the consequent intense development of national 
products. The absolute pacification of the Republic is 
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now an accomplished fact, as the very rare revolutionary 
movements are easily and rapidly overcome by the units 
of the modern National Army, which are transported 
in a few hours to distant parts of the country, and in a 
few days even to the most remote regions. Incessant 
commercial interchange between one region and others 
of the national territory broke up the isolation of the 
different communities, and the knowledge mutually 
gained of one another did away with the spirit of 
insularity and antagonism up to then existing, making 
the cry of the Father of the Country: “ Unity, Unity!”’ 
much more than a mere catchword. 

This marvellous transformation is due to the uncon- 
querable energy of the great patriot and statesman, 
General J. V. Gémez, who has been the Constitutional 
President of the country for several periods from 1910 
onwards, and whose basic political and administrative 
principles have always inspired the other rulers. Energy, 
foresight, wisdom and patriotism are the outstanding 
virtues of this great Statesman who, invested to-day 
with the Supreme Command of the National Army, is 
now the stern guardian of national peace. His experi- 
ence and clear vision will always be a sure guide, showing 
the straight path towards prosperity. 

The basic stone of the modern network of roads in 
Venezuela is the Decree of the 24th June, Ig10, pro- 
mulgated by General Juan Vicente Gémez. This Decree 
created Survey Commissions composed of engineers, who 
made an exhaustive and complete survey of the national 
territory in all directions, compiling topographical, 
economic and military data, on the basis of which the 
Federal Executive was able to decree the construction 
of roads of penetration and great main arterial roads, 
running from the Capital of the Republic North, South, 
East and West, as well as a secondary network of branch 
and junction roads to complement these, great arteries. 
Finally on this general plan, the Regional Governments 
have been able to base the construction of the network 
. complementary roads to be carried out by each 

tate. 

We shall now proceed to a brief description of the 
national roads classifying them in four groups: Ist, Roads 
of Penetration and those complementary to international 
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trade; 2nd, Roads to the West; 3rd, Roads to the 
South; 4th, Roads to the East. 


First GROUP.—ROADS OF PENETRATION. 


These roads communicate the large agricultural and 
industrial centres with the sea, and are : 

1. Caracas-—La Guaira Road. There are really two 
roads, the old and the new. These roads serve to 
connect the Capital of the Republic, the Federal District, 
and all the States of the central part with the port of 
La Guaira, which is, in commercial importance, the 
second port of the Republic. 

The new road has a length of 38 kilometres. It 
crosses the mountains near the coast, and drops towards 
sea-level from an altitude of 1,000 metres. 

It was built in 1924-26. The whole of it has a 
concrete paving, with defence posts of ferro-concrete 
linked together by two continuous lines of steel rails, 
thus completely neutralizing the dangers of travelling 
along the edge of the precipices which border it along the 
whole route. 

This road was built in order to procure a more or 
less uniform gradient and to avoid.the steep inclines 
of the old road, these being justified at the time of the 
construction of the latter by reasons of economy, and 
also by the lack of appropriate mechanical means of 
cutting into the hard rock. 

The old road was commenced in 1837, and in 1845 
the first wheeled vehicles were able to use it. Since 
I9gI0 important alterations have been made in it, and 
it has been amplified throughout, numerous curves being 
done away with or widened. 

All its bridges and culverts were reconstructed, and 
it was furnished with numerous supporting walls. The 
principal reform was the construction of an alternative 
road which made rapid descent to the level part possible. 
This road has approximately the same length as the 
first-mentioned, and has a hardened, natural earth 
track. The consequence of the perfect state of the two 
roads from an economical point of view has been the 
cheapening of freights and passenger tariffs, and this 
has obliged the English Railway to electrify its line 
and to make considerable reductions in its rates. 
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2. La Guaira—Macuto—Camuri—-Naiguata Road. This 
road, skirting the coast, connects the port of La Guaira 
with the extensive agricultural region extending to 
windward, between the sea and the northern slopes of 
the coastal mountains. This region is composed of 
large, well-watered valleys, rising upwards to several 
hundred metres on the said slopes. At present it is 
paved with concrete up to the bathing resort of Macuto, 
or a length of 4 kilometres, and it is suitable for motor 
traffic up to the place called Juan Diaz, or a length of 
6 kilometres; at the moment work has been commenced 
on its prolongation to the port of Naiguata, which 
will give it a total length of 21 kilometres. 

3. Valencia—Puerto Cabello Road. This road con- 
nects Valencia and the States of the centre and east 
with Puerto Cabello, which is the third national port. 
This road was commenced in 1842, and in IgIo it was 
in such a deplorable state that it was impassable for 
traffic, owing to landslides at various parts. 

It crosses the coastal mountains, following the course 
of the River Agua Caliente, and it drops from a height 
of 600 metres to sea-level. Its total length is 52 kilo- 
metres. 

From 1910 onwards, the necessary work of modifica- 
tion has been carried out on it, and it is open to traffic 
for motor omnibuses, lorries and private cars. It has 
been widened practically throughout to a width of 
7 metres of track, and concreted to a length of 41 kilo- 
metres. At the present moment work is being carried 
out in concreting the remainder. 

4. Maracay to Couramare de la Costa Road. This 
road has been built entirely from 1912 onwards, and 
was inaugurated in 1916. It leaves Maracay at an 
altitude of approximately 440 metres, rises to 1,130 metres, 
and later descends to sea-level, placing the region of 
Maracay and the port of Ocumare in “communication 
with one another in an easy and rapid manner. It 
possesses great strategic importance and is the most 
beautiful tourists’ highway in the Republic. Its total 
length is 61 kilometres to the beach at Ocumare. Of 
these, 17 are concreted, and on the remainder work is 
at the moment being carried out in order to widen it 
generally and also to pave it with concrete. All its 

s 
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bridges, culverts and supporting walls are already 
built. 

5. Maracay—Turiamo Road. This is a branch of the 
Maracay—Ocumare de la Costa Road, from which it 
forks at the point called Dos Caminos, after crossing the 
coastal mountains, It has a length of 20 kilometres, 
of which 5 are paved and concreted. This road has 
been built entirely since 1926. 

It is of great economic importance, as it communicates 
the interior of the Republic with the Bay of Turiamo, 
which bay is without doubt the finest natural harbour 
in the Republic. A free port is to be built there in the 
near future, which will be the outlet of all the rich and 
populous region of the centre and of the east, as well as 
of a considerable part of the neighbouring Republic of 
Colombia. 

6. Choroni-Maracay Road. This road links Maracay 
with the coast, and is a strategic road, as well as a tourists’ 
road. It leaves the town of Maracay, and passes through 
a depression in the coastal mountains at a height of 
1,613 metres above sea-level and 1,200 metres above 
the waters of the Valencia Lake. The length of this 
road is 71 kilometres, and it is paved and concreted to 
a length of 6 kilometres, between Maracay and Las 
Delicias. Part of the road is still under construction. 

7. Barquisimeto—Puerto Cabello Road. This road 
links up the town of Barquisimeto, capital of the State 
of Lara and a rich agricultural region of the States of 
Lara and Yaracuy, with Puerto Cabello, passing through 
San Felipe, capital of the State of Yaracuy. 

The economic importance of this road is very great, 
as by its aid goods (which previously took three days 
to reach Puerto Cabello on a narrow-gauge railway to 
the port of Tucacas and thence by sea to Puerto Cabello) 
are now transported in six hours. 

The approximate length of this road is about 
171 kilometres, of which 10 kilometres are paved with 
concrete. There used to be an old bridle-path road 
between Barquisimeto and San Felipe, which was 
modified and widened from 1916 onwards, until it was 
converted into a highway. Between Puerto Cabello and 
San Felipe no communication existed by land, as both 
these places were separated from one another by a 
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virgin forest, numerous wide rivers and by low-lying 
swampy ground. 

All these obstacles, however, were overcome, and 
since 1920 a famous, hardened earth track road links 
San Felipe with El Palito, and from here merges into 
the Valencia—Puerto Cabello Road which terminates at 
the latter port. The forest has also been cleared to 
a depth of 50 metres on each side of the road bed. 

Important bridges were also constructed at all river 
crossings, and the difficulties of the low-lying, swampy 
ground were conquered by pontoons, culverts, embank- 
ments, etc. 

8. Barquisimeto—Coro Road (also called the Falcon— 
Lara Road). This road links up Barquisimeto, capital 
of the State of Lara, with the town of Coro, capital of 
the State of Falcon, as well as with the near-by port of 
La Vela. In its passage through the State of Lara, 
and through a part of the State of Falcon, it crosses 
a very nearly deserted region, and afterwards, on 
approaching the mountainous region of Coro, it goes 
through an important coffee-growing district, the produce 
of which is carried by it to the port of La Vela. The 
products of the town of Barquisimeto do not go by 
this route, but, as we have already mentioned, are 
carried on the Puerto Cabello Road. The Barquisimeto- 
Coro Road is a natural earth track, and for large stretches 
it follows the course of dry river-beds where traffic is 
only possible with certainty during the summer. Its 
total length is approximately 395 kilometres. 

g. Central del Tachira Road. This road connects 
San Crist6bal, capital of the State of Tachira, with 
Tachira Station, the terminus of the Great Tachira 
Railway. This railway goes on to the river port of 
Encontrados, so that in this way this road allows the 
free outlet of the products of the coffee-growing district 
of Tachira, as well as those of various othér Departments 
on the Colombian frontier, to this port and thereafter 
by the river and Lake of Maracaibo. Its construction 
was decreed in April, 1910. It has a total length of 
76 kilometres. It is macadamized to an extent of 
18 kilometres, the rest being a natural, hard earth track. 
This road was planned to be built along the most 
convenient places, taking into consideration the height 

$2 
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and the nature of the ground, of which extensive tracts 
were menaced by loose, chalky boulders. It is comple- 
mented by branch-roads, which link it up with the 
principal towns and centres of production of the State 
of Tachira. 

The principal branches are : 

Pregonero—Zumbador-—Michelena—San Juan de Colon, 
of a total length of 120 kilometres of natural, hardened 
earth track road. 

San Crist6bal-Santana—Rubio, 33 kilometres. 

San Antonio—San Cristé6bal, via Independencia, 60 kilo- 
metres. 

San Antonio—La Cortada, via Urena, 35 kilometres. 

ro. Cumana—Cumanacoa Road. Connects the port 
of Cumana with the rich and extensive valley of 
Cumanacoa and neighbouring towns, and, by means of 
bridle-path roads, with other towns of the States of 
Sucre and Monagas. The total length of this road up 
to the present is 160 kilometres, and a decree has been 
promulgated for its extension to Maturin, capital of the 
State of Monagas. This road is a natural, hardened, 
earth track, and all its bridges and culverts, which are 
of ferro-concrete, have already been built. 

1z. San Felix-Tumeremo Road. This road connects 
the port of San Felix on the Orinoco, with the town of 
Tumeremo, in the interior of the State of Bolivar. 
It crosses the most important gold-bearing region in 
the Republic. It has a total length of 220 kilometres 
of natural earth track road. This road is an ancient 
highway of the Spanish Colonial period. The Govern- 
ment is projecting its improvement by means of certain 
works of art, and by making various alterations. 


SECOND GROUP.—WESTERN ROADS 


1. Great West Road. This is the most important 
highway in Venezuela. It connects Caracas with San 
Antonio del Tachira on the Colombian frontier, and by 
means of the “ Bolivar” International Bridge it also 
connects Caracas with the Colombian towns of El Rosario, 
Cucutaé and Pamplona. 

Its total length is 1,277 kilometres. Its crosses the 
richest and most populous regions of the Republic. 
It links up the City of Caracas, capital of the Republic, 
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with the towns of Los Teques, capital of the State 
of Miranda; Maracay, capital of the State of Aragua; 
Valencia, capital of the State of Carabobo; San Carlos, 
capital of the State of Cojedes; Acarigua, capital of the 
State of Portuguesa; Barquisimeto, capital of the State 
of Lara; Trujillo, capital of the State of Trujillo; 
Mérida, capital of the State of Mérida; and San Cristébal, 
capital of the State of Tachira. It also links up all 
these towns with one another as well as with the Capital 
of the Republic. 

It is paved with concrete to a length of 160 kilometres, 
between Caracas and Valencia. 

From Valencia towards San Carlos it is also paved 
with concrete to the extent of 9 kilometres. The tract 
between Valencia and Barquisimeto is over level country 
through the Llanos de Occidente (Western Plains). 
This same trip can be made by taking advantage of 
parts of the two roads from the North which we have 
already described, i.e. Valencia—El Palito and El Palito 
-San Felipe and Barquisimeto, by which means the 
distance is reduced by 45 kilometres. 

From Barquisimeto, the road goes on towards the 
North passing through the town of Carora, and from 
this place it goes on towards the South-west, until it 
reaches the frontier of the State of Trujillo. The 
territory over which the road passes on this tract is, 
in general, sparsely populated and sterile. At the moment 
a new road is under construction which does away with 
this long detour towards the North, and which will 
pass through the rich districts of Quibor and Tocuyo. 

From Trujillo to Mérida and San Cristébal, the road 
ascends over the table lands of the Venezuelan Andes. 
It reaches a height of 4,074 metres at Paramo de 
Muctchies, and afterwards descends to 430 metres in 
the region of Lagunillas and Estanques, and later, again 
ascending up to 3,050 metres in the Parafno de la Negra, 
it passes through the town of La Grita. This region is 
healthy, fertile, well-watered and densely populated by 
strong, hard-working races. 

Afterwards, it passes through the towns of Cordero, 
Capacho, and San Antonio on the Colombian frontier : 
from Cordero there is a branch to Tariba and San 
Cristébal. 
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This trans-Andine section of the Great West Road 
was built in less than 3 years, and was inaugurated 
in July, 1925. 

As well as this main highway there is another branch 
which, leaving Acarigua, passes through Guanaro, capital 
of the State of Portuguesa, and goes on to San Carlos 
to a total length of 264 kilometres. This road is only 
open for traffic up to Barinas. From Barinas it goes 
on towards the South-east, on the Eastern slopes of 
the Andes, and reaches San Cristébal, crossing the River 
Uribante on a suspension bridge with a clearance of 
162 metres. The other side of the Uribante towards 
San Cristébal, the road has already been built to a length 
of 31 kilometres, and is open to motor traffic. 

2. Falcon —- Lara and Falcon — Zulia Roads. This 
branch starts from Barquisimeto, capital of the State 
of Lara, and reaches Puertos de Altagracia, a town situated 
on the East coast of the mouth of the Lake of Maracaibo, 
opposite the town of this name, which town is the most 
important port in the Republic, as well as being capital 
of the State of Zulia. Puertos de Altagracia and 
Maracaibo are only separated by a distance which can 
be covered in half an hour by steamer. 

This branch has a total length of 522 kilometres of 
natural earth road. On the route from Barquisimeto 
to Carora, the River Tocuyo is crossed by another 
suspension bridge. This branch-road, generally speaking, 
passes through regions which are sparsely populated and 
barren. Its principal object is that it permits of the 
journey between Caracas and Maracaibo being made by 
motor in three stages. Maracaibo is, amongst other 
things, the most important petroleum centre of the 
Republic. 


THIRD GROUP OF ROADS.—SOUTHERN ROADS 


1. Caracas-San Fernando de Apure Road. This road 
has a total length of 424 kilometres. Of this, the distance 
between Caracas and La Encrucijada of 88 kilometres, 
really belong to the Great West Road and consequently 
these 88 kilometres are paved with concrete. In addition, 
between La Encrucijada and Villa de Cura, it is also 
concreted to the extent of 17 kilometres. From Villa de 
Cura to Ortiz, to an extent of 94 kilometres, the road 
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has a natural earth track which has been hardened. 
From La Encrucijada to Ortiz the route is the same as 
the Great Eastern Road which is described subse- 
quently, so that the Southern Road really commences at 
Ortiz, and from there to San Fernando de Apure it has 
a length of 240 kilometres of natural earth track. 

The last-mentioned section can only be used for 
traffic in the summer as it crosses parts of the ““ Pampa 
Venezolana,” which are flooded in winter. 

As the region it serves is a cattle-breeding one, the 
road, even with the characteristics indicated, renders 
very efficient service. 

2. Caracas-Ocumare del Tuy Road. Has a length 
of 70 kilometres, of which 5 are paved with asphalt 
put down cold, and 6 kilometres are paved with concrete. 
This road passes through an extensive agricultural region. 

3. Atures-Maipures Road. Has a length of 75 kilo- 
metres of natural earth track, hardened. This road 
passes through an absolutely deserted region, but it is 
of great importance from an economic point of view 
because the Orinoco is not navigable between Atures 
and Maipures, due to the continuous and extensive 
stretches of rapids encountered between the two points 
above mentioned. 

In this way it considerably assists navigation, allowing 
the cargoes to be transferred to the upper reaches of the 
Orinoco where navigation is continued. This road is 
also of great political importance, as it places the 
extensive Federal territory of Amazonas (which used to 
be practically isolated from the rest of the Republic, 
by reason of the impossibility of navigating the rapids) 
under the direct control of the Federal Executive. 


FourTH GROUP OF ROADS.—EASTERN ROADS 


1. Caracas-Soledad Road. This road will connect 
the capital of the Republic with the port of Soledad, 
situated on the right bank of the Orinoco, opposite 
Ciudad Bolivar, capital of the State of Bolivar, a rich 
gold-bearing region in the Eastern part of the Republic. 
This road, instead of heading direct East, leaves Caracas 
and proceeds towards the West, utilizing the track of 
the Great West Road from Caracas to La Encrucijada 
near Cagua, afterwards continuing towards the South 
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and utilizing the Southern Road from Los Llanos to 
the town of Ortiz. So that the Great Eastern Road 
really begins at the town above-mentioned. 

The reason for this road being planned as described 
was so that the work could be rapidly carried out, 
utilizing the tracks of the roads already built, and avoiding 
difficult and costly operations in crossing the branch of 
the Cordillera of the Coast, which lies between Caracas 
and Los Llanos. From Ortiz it goes on in a South- 
Westerly direction to the town of El Sombrero. It then 
crosses the River Guarico by means of a very important 
suspension bridge with a clearance of 125 metres, and 
continues towards the East passing through the towns 
of Valle de la Pascua, Tucupido and Zaraza. From this 
last-mentioned town the road is open for traffic up to 
Soledad in summer, and the question of whether 
ultimately it will go further is at present being considered. 
The idea is to carry it on towards the towns of El Chaparro 
and Parriaguan, or further to the North, through the 
towns of Aragua de Barcelona and Cantaura. 

2. Caracas-Carenero Road. This road is only built 
to a length of 52 kilometres, of which 12 kilometres have 
been paved with concrete, up to the town of Petare. 
From this town to Guatire, the paving of the road is 
of hardened natural earth. From Guatire to Carenero 
the definite survey of the ultimate stretch to be built has 
already been carried out. This road is of great import- 
ance, for it passes through a region rich in the production 
of sugar, coffee and cocoa. 

3. Caracas—Altagracia de Orituco Road. This road 
connects Caracas and the towns of the State of Miranda 
with the towns of the State of Anzoategui. 

It passes through Petare and rises through the defile 
called Los Mariches, in order to descend later to the 
towns of Santa Lucia and Santa Teresa. From Caracas 
it has a total length of 55 kilometres. 

At Santa Teresa a bridge has been thrown across 
the River Tuy with a clearance of 60 metres. 

From Santa Teresa to Altagracia de Orituco, the 
road is surveyed to pass through the depression of 
Guatapo at 700 metres above sea-level, in order to 
descend later to Altagracia de Orituco. 
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Public Works of Venezuela 
(Completed, under Construction or Projected) 


STREETS AND AVENUES, BRIDGES AND SUBSIDIARY WORKS 


UENTE Sucre Avenue leading to Caracas Cemetery. 
p Paez Bridge, Caracas. 1gth December Avenue, Caracas. 

Two bridges in East 5th Street, Caracas. Dolores Bridge, 
repair and concreting roadway, Caracas. La Vega Avenue, 
Caracas (Pavement). South and South-west Avenues, Caracas. 
Ferro-concrete bridge, in East 4th Street, over the River Anauco, 
| Caracas. Caracas streets, concreting the pavements. Bridge 
| over the River Anauco, in East 2nd Street, Caracas, 137°50 
metres in length by 14 metres wide. Ferro-concrete bridge 
| over the River Guaire, in South 14th Street, called the 
| Ayacucho Bridge, Caracas. New street between the Capitol 
and the University, Caracas. Ferro-concrete bridge over the 
River Guaire, in South 7th Street, called Sucre Bridge, Caracas. 
| Bridge over the River Catuche in East 8th Street, Caracas. 
El Paraiso Avenue, paving, on system of asphalt laid down 
| cold, Caracas. 


Sucre Avenue, between Cumanda and Puerto Sucre, State 
of Sucre. El Zanjén Bridge, Maracay. Reconstruction of a 
bridge over the River Macuto. La Guaira streets, concreting 
the pavements. Paving the streets of Maracay with concrete. 
Paving the streets of Los Teques with concrete. The iron 
_ bridge which used to be in South 7th Street, was transferred 
to the Southern Road, opposite Santa Teresa. 


RAILWAYS, URBAN TRAMWAYS AND SUBSIDIARY WORKS 


| Deviating the River Chama (Santa Barbara to El Vigia 

| Railway). Defence works on the Santa Barbara to El Vigia 
Railway by the construction of dams. Reconstruction of the 
National Railway from Santa Barbara to El Vigia, 30 kilo- 

metres, and deviation of the River Chama. New installations 
3 the National Coal-mining, Railway and Mole Company of 
uanta. — 


AERIAL CABLEWAYS AND SUBSIDIARY WORKS 


Aerial Cableway Maracay-Turiamo (in execution). 





| 
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PUBLIC WORKS OF VENEZUELA.--cont. 
MARITIME, RIVER AND LAKE NAVIGATION AND SUBSIDIARY WORKS 


Dredging of Puerto Cabello. 


Reconstruction of Docks at Puerto Cabello. Survey of the 
Port of Turiamo (International Storage Port. This port is 
to the East of Puerto Cabello and to the West of Ocumare. 
It has a superficial area of 5 to 6 square kilometres, and its 
depth is from 15 to 30 metres). Deviation of the River Apure 
for the Defence Works of San Fernando. Promenade at 
Puerto de Maracaibo. Mole at Puerto Pert, on the Maracaibo 
Lake, 167 metres in length. Defence Works of the Port of 
Encontrados. Mole at Ocumare de la Costa. Reconstruction 
of the Mole at Guanta. Cleaning of the River Canagua, tributary 
of the Apure. Mole at Pampatar and subsidiary works. Pro- 
menades at Ciudad Bolivar. Lighthouse at Punta Macoya, 
Paraguana, State of Falcén. 


WORKS CONNECTED WITH AERIAL NAVIGATION 


Aerodromes at Maracay, Ciudad Bolivar, San Crist6bal and 
Maracaibo. Hydroplane Station at Punta Palmita, Lake of 
Valencia. Aerial lighthouses at San Juan de los Morros and 
Maracay. Landing grounds at Maracay, Ciudad Bolivar, San 
Crist6bal, Maracaibo, Barquisimeto, Acarigua, Barcelona, etc. 


AQUEDUCTS, WATER WELLS 


Caracas Aqueduct.—Revetment in reinforced concrete of the 

bottom, walls and covers of the canal of the old aqueduct, 
| and the construction of five inverted syphons in the said aque- 
duct. Aqueduct of Santa Rosa, East of Caracas. Aqueduct 
of Cotiza, North-west of Caracas. Acquisition of agricultural 
property in the Basin of the River Macarao, for the Caracas 
Aqueduct. Covering the Distribution Tank of the Water 
Supply in the Paseo Independencia, with reinforced concrete. 
Survey for a modern purifying plant. New distribution tanks 
at Puerta de Caracas, El Seminario and Sarria. 


Aqueducts of the Federal District. New aqueduct at La 
Guaira with waters of the Rio Grande. Acquisition of agri- | 
cultural property at the head-waters of the Rio Grande and | 
the River Las Dos Aguadas. Aqueduct of El Recreo. Im- 


provement of the aqueduct of Sabana Grande. Aqueduct 0 
Caraballeda. Aqueduct of Carayaca. Aqueduct of Macuto. 
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Aqueducts of the State of Avagua.—Maracay. Ocumare 
| dela Costa. San Juan delos Morros. Ciudad deCura. Cagua. 
| Santa Cruz. San Francisco de Asis. Magdaleno.—and well- 
|| sinking. 


Aqueducts of the State of Anzodtegui.—Barcelona. 


Aqueducts of the State of Carabobo.—New one at Valencia. 
| Giligiie. 

Aqueducts of the State of Falcén.—Cumarebo. Aguada 
_ Grande. Pueblo Nuevo. 


_ Aqueducts of the State of Gudrico.—Chaguaramas. Valle de 
| la Pascua. 


Aqueducts of the State of Lara.—Barquisimeto. Carora. 


Aqueducts of the State of Miranda.—Charallave. New one 
_ at Los Teques. Chacao. New one at Santa Lucia. 


Aqueducts of Nueva Esparta.—Juan Griego and Porlamar 
| (modification). 


Aqueducts of the State of Sucre——Crist6bal. Colén. San 
_ Antonio del Golfo. 


Aqueducts of the State of Taéchira—Aguada Grande. Coldn. 
Cussi. San Cristébal. Independencia. San Antonio del 
| Tachira. Tariba. Urefia. 


Aqueducts of the State of Trujillo—Chejendé. Sabana Libre. 
_ Sabana de Mendoza. 


Aqueducts of the State of Yaracwy.—Guama. 


SEWERS 


Construction of the general network of sewers at Caracas, 
| utilizing the principal valleys which cross the town, as primary 
_ collectors ; the secondary collectors will run through the streets, 
| and a main collector will receive all the waters from the primary 
| collectors, in order to carry all the black waters to a purifying 
| centre towards the East and at a distance from the City. 
| Sewers of La Guaira, collectors on the margin of the River 
| Osorio. Sewers of Los Teques. Sewers in the principal avenue 
| called Los Dos Caminos, State of Miranda. Sewers in con- 
struction at Valencia. 














PUBLIC WORKS OF VENEZUELA.—<cont, 


WORKS FOR THE DESTRUCTION OF GERMS AND CARRIERS OF | 
CONTAGIOUS DISEASES 


Incinerators for refuse to the East of Caracas, and a road 
leading to them. Incinerators for refuse to the West of Caracas, 
and a road leading to them. Radical transformation of the f 
building destined for the use of the Central Office of National | 
Sanitation, Caracas. Expansion of the Building of National | 
Sanitation, Caracas. Building of the headquarters of National 
Sanitation, Caracas. | 


ISOLATION HOSPITALS FOR PREVENTING CONTAGION 
Degredo de Catia, Caracas. 


Isolation Hospital at Caracas. Isolation Hospital at La | 
Guaira. Isolation Pavilion in the Leper Colony of Cabo Blanco. 
New Wards in the Leper Hospital at Cabo Blanco. Leper Colony 
on the island of Providencia, repair and expansion. State of 
Zulia. 





BUILDINGS FOR HOSPITAL TREATMENT OF THE SICK AND INFIRM | 
National Maternity Institute, Caracas. 


Anatomical Institute, Caracas, New Asylum in Caracas, 
construction. Ali Gémez Hospital and Auxiliary Clinic, Mara- 
cay. Hospital of Porlamar, State of Nueva Esparta. Vargas 
Hospital in San Crist6bal. Paupers’ Hospital in San Felipe. 

BUILDINGS FOR THE ARMY AND NAVY 
Artillery Barracks, repair and expansion, Caracas. | 
El Cufio Barracks and septic pit, and large supporting wall. | 


Inspectorate General of the Army, building in Caracas. 





New Infantry Barracks, in construction. 


Barracks at Ciudad Bolivar, repairs. Pavilion at Punta | 
de Mulatos for a barracks, La Guaira. San Carlos Forts, | 
La Guaira, repairs. La Victoria Barracks, Aragua, repairs. | 
Sucre Barracks, Maracay, Aragua. Cavalry Barracks at 
Maracay, construction. Building for the School of Aviation, | 
Maracay, construction. Hippodrome and Field for Manceuvres | 
at Maracay. | 
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PUBLIC WORKS OF VENEZUELA.—cont. 













| BUILDINGS FOR THE SERVICES OF THE TREASURY, WORKS FOR 
THE EXPLOITATION OF THE SALT-FIELDS AND OTHER SUBSIDIARY 


| OF 














at the Salt-fields in Zulia. Salt-fields at Araya, canal and 
building. Extension of the Coastguard Service Building at 
Puerto Cabello. Customs House at Puerto Cabello, general 
repairs. Customs House at Encontrados, State of Zulia. Various 
departments of the Customs House at Boca de la Grita. Customs 
_ House at Puerto Sucre, Cumana. 





nal 






‘oad WORKS | 
re. im | Coastguard Service at La Guaira. Stores and Docks at | 
al | Maracaibo, repairs. Salt Store and Coastguard Service at | 
we al | Maracaibo, expansion and new store. Administrative buildings | 
| 

| 








La | BUILDINGS FOR PUBLIC EDUCATIONAL AUTHORITIES 

CO. ; 

my | Model School, Caracas, Parish of San Juan. New depend- 
“of [| encies of the Central University of Caracas. National Library, 





Caracas. Anatomical Institute, Caracas. Boliviano Museum, 
Caracas. Women’s Arts and Crafts School, Caracas. Im- 
| provement and extension of the Cajigal Observatory, Caracas. 
_ School of Medicine, Caracas. Building of Institute of Mother- 
| craft, Caracas. National School of Arts and Crafts, Caracas, 
| restoration and extension. Girls’ Boarding School, Maracay. 
| School of Arts and Crafts at San Cristébal, State of TAchira. 
“Col6én ’’ National School, State of Tachira. 












WORKS FOR PROTECTION AND DEVELOPMENT OF AGRICULTURE, 
CATTLE-BREEDING AND OTHER INDUSTRIES 


Commercial Museum, to the West of the Casa Amarilla, 
| Caracas. Principal market of Caracas, extensive repairs and | 

improvements (in construction). Cold Storage Plant in the | 
| principal market at Caracas (in construction). Agricultural 
and Forestal Experimental Station, Caracas. Rubio Electrical | 
Plant. Hippodrome and Field for Manoeuvres at Maracay. | 
Agricultural Bank at Maracay (construction). New market | 
_ at Maracaibo. Public market at Asuncién, State of Nueva | 
Esparta. Market of San Antonio del Tachira. 

















TOWN IMPROVEMENT AND EMBELLISHMENT WORKS 


Plaza 19 de Abril, Caracas. National Pantheon, Caracas, 
total transformation (in construction.) Cedefio, Plaza, Farrias, 
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PUBLIC WORKS OF VENEZUELA.—cont. 





and Camejo Monument, in the Carabobo Park, Caracas. Plazas 
of Camilo Torres and Alejandro Petion, Caracas. Statue of 
Camilo Torres, Caracas. Statue of Alejandro Petion, Caracas, 
Monument to Dr. F. Guevara Rojas in the Academy of Medicine, 
Caracas. Plaza Bermudez, Caracas. Final works of restora- 
tion in the house where the Liberator was born, Caracas. Plaza 
and Statue Sucre, in Caracas. Plaza Santa Rosa de Lima, 
Caracas. Sucre Park, to the East of Caracas. Plaza San 
Martin y Mohedano, Caracas, (in construction). Cervantes 
Monument, Caracas. Vargas Hospital Square, Caracas. Monu- 
ment of General San Martin (in construction). Monument 
of Monsignor Jauregui, Caracas. Plaza Marti, Caracas. Plaza 
Bello, Caracas. Plaza Henry Clay, Caracas. Monument of 
Ricaurte in San Mateo, State of Aragua. Urgent repairs | 
to the Historical House in San Mateo, State of Aragua. Statue 
of Marshal Sucre in Maracay, State of Aragua. Plaza Bolivar, 
in Maracay, State of Aragua. Monument in the field 
of Carabobo (Arch of Triumph). Arch of Triumph of 
La Puerta, State of Guaricéd. Commemorative Column in 
Santa Ana, State of Trujillo. Plaza Colén at Maracaibo, State 
of Zulia. Monument of Guaicaipuro at Los Teques, State of 


Miranda. Monument, commemorative of the Centenary of 
Carabobo. 


SUNDRY WORKS 


Government Building, Caracas. National Telegraph 
Building, Caracas. National Public Archives Building, Caracas. 
Metropolitan Seminary, Caracas. House of the Liberator’s Nieces, 
Caracas. Building of the Ministry of Foreign Affairs, Caracas. 
Miraflores Palace, Caracas, extensive repairs. Ministry of 
Public Works, new departments, Caracas. Centrifugal Tubes | 
Factory, Caracas. Cinematographical Laboratory, Caracas, (in | 
construction). Sea Baths at Macuto. San Juan de los Morros 
Baths. Government House, Maracay, State of Aragua. Temple | 
of Maracay, State of Aragua, important repair works. Wireless | 
Stations at Maracay, La Guaira, Puerto Cabello, and Mara- | 
caibo. Posts and Telegraphs Office at Maracay, State of 
Aragua. Public Slaughter House at Maracay, State of Aragua. | 
Church of San Juan de Colén, State of Tachira. Municipality | 
and Government House at Valencia, State of Carabobo. New | 
installations of the National Coal-mining Company at Guanta, 
State of Anzodtegui. Supplies Stores at El Palito, State of | 
Carabobo. 








Some Projected Banks 
By Professor C. H. Reilly 


HE last month has only brought forth some very 
small and uninteresting branch banks not worth 
illustrating. More interesting things however are: 
in course of construction. I propose therefore to devote 
my space this month to four projected banks, two of 
the National Provincial and two of Martins. The four 
that I have selected are all of one type as regards their 
architecture in that they use as their mode of expression 
and emphasis an order of large classical columns. It is 
interesting at this time of day, when classical porticoes 
of the strict Greek and Roman type are a little démodé 
for most kinds of buildings both here and on the 
continent, to see how closely bank architects in England 
and America adhere to them for their larger structures. 
One cannot of course blame them. The great classical 
tradition in architecture provides an easy, if somewhat 
obvious, method of obtaining dignity and impressiveness ; 
and banks directors who have to be pleased are 
notoriously conservative folk. To make a successful 
design to-day in such a manner, especially when the 
site allows the building to be seen on one side only, 
requires skill and knowledge rather than inspiration 
and genius. An isolated classical building to be seen 
on all sides would call for much greater architectural 
qualities if it was to be at all successful. Such a building 
would immediately invite comparison with the great 
classical buildings of antiquity. One has only to 
remember the average Welsh chapel standing out above 
the surrounding cottages, to see to what depths of 
degradation the classical tradition can fall in such a 
position. 

Bank buildings, however, in the strict classical 
manner, unless they are by an architect of real inventive 
capacity, when indeed they generally cease to be strictly 
classical, cannot be said to advance the cause of a 
genuine architectural expression among us any more 
than the classical Baptist chapels. At most the use 
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of such well-known features as the classical columns 
and their entablatures ensure a fine scale in the building 
and a certain restraint in the ornament. They may 
be said, too, to give a bank a certain civic character. 
no doubt a consideration in the eyes of directors, 
whether quite justifiable or not. At worst, however, 
a great classical order may give a solemn pretentiousness 
to a modern building, which, if not entirely vulgar, 
at least exhibits an astonishing lack of humour on the 
part of its designers. 

The four banks I have chosen fall into neither of 
these extremes. Of all of them it may be said that 
their great columns have been used with discretion 
and that they serve their purpose of giving monumental 
character to the buildings to which they adhere. Only 
a bank or similar commercial concern could to-day 
afford such expensive stone features and perhaps only 
a bank could get an adequate return from them. In 
the eighteenth century when such features were common 
property and used to adorn alike the houses of country 
gentlemen and the facades of town halls, they were 
much less expensive things. I expect this is one of 
the reasons why to-day they always appear as something 
of an anachronism, though the chief reason is that in 
a mechanical age their relation to the more obvious forms 
of business efficiency is rather remote. 

The first of the four schemes is a large and 
interesting one at Coventry for the National Provincial 
Bank, designed by the bank’s architects, Messrs. Palmer 
and Holden. Here the bank acquired a large triangular 
site in the shopping centre of the town at the inter- 
section of High Street and Hertford Street, where 
important street widenings had taken place. The site 
is much larger than the bank requires for its own 
purposes, yet, to develop it economically, as well as 
with due dignity to the town, it has to be rebuilt as a 
single block of shops, offices and bank. One battery 
of lifts can then serve the whole building. The bank 
has bravely taken this view and for the good of our 
towns, with this excellent result before us, I hope a 
similar procedure will be followed elsewhere. From 
the bank’s point of view it must be a good thing 
(provided it can let its shops and offices), for without 
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increasing its actual premises ‘its architect can easily, 
as has been done here, make the whole building appear 
one great bank. From the town’s point of view it 


2 EN aie 
Architects] (F.C. R. Palmer & W. F.C. Holden 


DRAWING OF THE BRANCH OF THE NATIONAL PROVINCIAL 
BANK NOW BEING ERECTED AT COVENTRY 


gets what appears to be a large and important public 
building for nothing. In this Coventry building there 
are eight shops, but by emphasizing the bank’s entrances, 
of which there are two, the shops appear mere incidents 
at the base of the structure. This is where the value 
of the great columns comes in. By providing porticoes 
of them at either entrance, which run up three-quarters 
of the height of the building, the function of the bank 
receives magnificent emphasis. For the town the advan- 
tage is equally clear. In place of a muddle of ordinary 
buildings with shops under them the town gets a large 
unified block of very dignified expression, culminating 
in a great pediment and portico which fit admirably 
the apex of a difficult triangular site at an important 
centre. 

The architectural detail of this big block of buildings, 
admitting its classical character, is reserved and good, 
the plain brick surfaces, the strong, unbroken roof 
and simple stone bands making together an excellent 
background to the porticoes. The plan, too, is as direct and 

T 
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emphatic as the exterior. The door under the main 
portico at the apex of the site leads to a broad corridor, 
on one side of which is the bank counter. This corridor 
intersects with another at right angles to it from the 
other portico which serves as an entrance vestibule for 
the offices. Against this latter are the office lifts and 
staircase. The rest of the ground floor and basement 
are given up to the shops, while the floors above are 
the offices to rent. The whole is an excellent scheme 
which, in a provincial town, only a body possessed of 
power and capital like a big bank could carry through. 
It is to be hoped for the sake of such towns other banks 
will extend their building operations in a similar way. 


ume twa? Se i 


| commer A 


Architects] [F. C. R. Palmer and Peter Stonham & Son 
DRAWING OF THE BRANCH OF THE NATIONAL PROVINCIAL BANK 
NOW BEING ERECTED AT EASTBOURNE 

The second projected bank illustrated is the National 
Provincial branch at Eastbourne, this time by Mr. 
Palmer, the bank’s architect, in conjunction with a 
local firm, Messrs. Peter Stonham & Co. Perhaps this 
conjunction is the reason why the composition, which 
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is for a similar combined scheme of bank, shops and 
offices as at Coventry, does not appear so satisfactory. 
Like Coventry, too, the site is a triangular one brought 
about by street widenings. Here the architects. have 
concentrated both the bank and its approach at the 
apex of the site, leaving the shops behind almost as a 
separate part of the design. The result, architecturally, 
appears to be a bank at the corner with offices over it 
as one building and the shops with their offices as another. 
This is a pity. The architectural advantage to the 
town of a large unified block is thereby nearly lost. 
Passing this point, however, and concentrating on the 
bank block we see that the design consists of a segmental 
building with a range of Corinthian columns standing 
on a high drum backed up by a taller block of building 
with a roof making a reverse curve to the segment of 
columns. This in itself is a strong and monumental 
form of composition, but it will be noticed that it reduces 
the great columns to pure decoration. In the Coventry 
composition they, at any rate, formed porches to the 
building. The most interesting feature of this Eastbourne 
design in my opinion is the treatment of the ground 
storey with its strongly rusticated base surmounted by 
a band of brickwork into which the voussoired stone 
arches of the bank entrance and its chief windows 
break. Apart from the inherent difficulty of any arch 
curved on plan this is a strong and interesting piece of 
design to which, as at present drawn, the upper part of 
the structure does not seem equal. 

The two projected banks for Martins are less 
ambitious schemes, but one of them at least is of quiet, 
pleasant, classical architecture of the more exacting 
Greek type. It is the proposed branch at Nottingham 
by Mr. Cecil Howitt, the architect of Nottingham’s 
great new classical town hall. Like the two National 
Provincial banks this, too, is on a curved corner site, but, 
unlike it, the building occupies only a very small triangle 
which is entirely devoted to the bank proper. Indeed 
the area provides space only for a small triangular banking 
hall and two small elliptical enclosures, one forming the 
manager’s room and the other containing the staircase. 
Considering the limitations of the site this planing 
is gracefully and efficiently done. The main interest, 
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however, is in the facade, which, though small, has 
good monumental quality and considerable delicacy and 
restraint. It consists in the main of four fully fluted 
and detailed Greek Ionic columns used in the classical 


Architect) . Cecil Howitt 


DRAWING OF THE BRANCH OF MARTINS BANK TO BE ERECTED 
AT NOTTINGHAM 


way as a portico-in-autis; that is between piers. 
These piers are large, plain masses of stone only pierced 
by small openings at their base but relieved in the 
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Office Flooring Needs 
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T= needs of modern office flooring are best 
answered by laying Leyland Rubber Tiling. 
Non-slipping, it is warm, quiet and soft to the feet, 
while in appearance it is clean, fresh and dignified. 
Thoroughly waterproof, fire-resisting and sanitary, it is 
easy to clean and will withstand the hard wear of office 
use for fully a generation. 

Available in a variety of colours and designs, Leyland 
Rubber Tiling is adaptable to any desired decorative 


scheme. 
Write for Catalogue No. 39, which gives full particulars and prices. 
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THE LEYLAND & BIRMINGHAM RUBBER CO., LTD. 


Grand Buildings, Trafalgar Square, London, W.C. 2. 
Factories: Leyland, Glasgow, Mitcham, Preston, Dublin. 
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DRAWING OF THE BRANCH OF MARTINS BANK ALMOST COMPLETED 
AT ASHTON-UNDER-LYNE 








The careful 


investor in a building must contrive 


to get a LIQUID ASSET. 


A steel-framed building gives you a 
liquid asset—it is revenue earning in 
the shortest time owing to the speed 
of steel construction. 


—it is economical in construction. 
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Fresh air drawn from outside is heated to a temperature of 

° to 100° by passing through ducts in the stove, the hot air 
rapidly heats the walls and all available surfaces and absorbs 
the moisture, which in turn is drawn through the stove flue 
and all dampness expelled from the building ; this circle of 
operation continues without interruption until the rooms or 
spaces are bone dry. The system has been adopted in 
thousands of new and old Public Buildings and approved by 
leading architects in all parts of the country. The plant can 
be quickly installed and as promptly dismantled and removed 
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proper Greek way by pilaster strips at their edges. 
As far as can be judged from the drawings this building 
shows not only considerable scholarship but the power 
to make out of well-known elements a satisfactory 
composition. Indeed, as an example of how to use a 
great order of columns and to get the greatest dignity 
and refinement out of it, this building is probably the 
best of our four examples, though of course the problem 
here is much simpler. 

The second projected Martins bank, that at Ashton- 
under-Lyne by Messrs. Irving and Mosscrop of Liverpool, 
is for a straight-forward rectangular site with a narrow 
frontage. Here there are to be no offices over, so that 
the building is for a bank pure and simple. The 
architects, like Mr. Howitt at Nottingham, have chosen 
the well-known classical motive of a fortico-in-autis 
and, like him, have chosen an Ionic order. They have, 
however, combined with this order, with its strongly 
marked horizontal and vertical character, a great arched 
window (with door in it) which is entirely contrary 
to its spirit and to that of the severe classical motives 
they are employing. The great piers, too, which back 
up the columns on either side of the composition have 
none of the refinement Mr. Howitt has given to his. 
They are unrelieved by his little pilaster strips or the 
band of carved honeysuckle ornament by which he has 
carried across them the line of the capitals. Perhaps 
this facade will receive further study before it is carried 
out. The plan, too, is rather unfortunate in that this 
strongly emphasized central entrance does not lead 
centrally into the banking hall. This latter, with the 
public space, is pushed over to one side of the site; a 
not very rational development of the facade or vice 
versa. 

All these examples, I think, show that great columns, 
especially when they start from the ground, are still 
extremely useful to the architect in obtaining monu- 
mental effects, but that does not prove that it is not 
possible to obtain such effects in a more modern and 
less expensive way, and thereby to enlarge the scope 
of modern architecture. 








